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COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


(Water Resources and Power Report) 


Part 13—Portland, Oreg. 


MONDAY, DECEMBER 5, 1955 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON WATER RESOURCES AND POWER 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Portland, Oreq. 

The special subcommittee met, pursuant to notice, in the Portland 
State College Auditorium, Portland, Oreg., at 10 a. m., Hon. Robert 
K. Jones, Jr. (chairman of the special subcommittee) presiding. 

Members present: Representatives Jones, Griffiths, and Lipscomb. 

Also present: William C. Wise, staff director; William L. Sturde- 
vant, staff member ; and Robert Morris. 

Mr. Jones. The subcommittee will come to order. 

This is a subcommittee of the Committee on Government Operations 
of the House of Representatives, which has been assigned to study the 
Hoover Commission’s Report on Water Resources and Power. We 
have attempted to hold meetings in every geographical area of the 
country. This is about our 12th or 13th meeting. We just came from 
Lewiston, Idaho, where we held our most recent hearing. 

I will introduce myself. I am Bob Jones, a Member of the House 
from the State of Alabama. 

On my right is Mrs, Martha Griffiths, a Representative from the 
State of Michigan. 

On my left is Mr. Glen Lipscomb, a Member of the House of Rep- 
resentatives from the State of California. 

The committee has had requests by some 40 to 50 witnesses who 
want to testify. It will be the purpose of the Chairman to accord all 
of those witnesses an opportunity to be heard and to present their views 
to the committee. 

Our first witness this morning is your own distinguished Senator, 
Senator Wayne Morse. 

Senator Morse has, while a Member of the Senate of the United 
States, appropriated his abilities and his zeal and his fine efforts for 
the development of our natural resources for the people. There will 
be little need of my telling you of his great accomplishments, but his 
accomplishments extend over a wider area than the Pacific Northwest, 
for we in the Southeast have been beneficaries of his vision and of his 
work. He is not just a provincial officeholder, He is a man dedicated 
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to the high ideal and the thought that what benefits one part of the 
Nation inures to the benefit of all. 

I would say that Senator Norris of Nebraska and Senator Morse of 
your State have done more and accomplished more in resource develop- 
ment for this Nation than any two men who ever served in the Senate 
of the United States. I am proud to pay that tribute and to express 
my personal gratitude for the things that you have accomplished for 
the South and for the other areas of the country. 


It is a pleasure to have you, Senator Morse, as our first witness in 
this hearing. Thank you, sir. 


STATEMENT OF HON. WAYNE MORSE, A UNITED STATES SENATOR 
FROM THE STATE OF OREGON 


Senator Morse. Mr. Chairman and members of the subcommittee, I 
deeply appreciate your very flattering words and I want to say two 
things before I read my statement this morning. First by way of an 
apology for my voice. I have developed a little case of a bronchial cold 
as a result of my falling asleep in an automobile the other night coming 
up from Coos Bay while my good friend driving the car apparently fell 
asleep and did not watch the gas gage. He finally ran out of gas 17 
miles from a filling station. While I waited for him to go and get the 
gas I caught a cold. However, it is coming along fine, I am happy to 
report. 

The second thing I want to say is Mrs. Morse joins me in extending 
to this committee a most cordial welcome to our State. I regret that 
over the weekend I was not in a position where we could extend to you 
our hospitality, but we want you to know that we are now at your serv- 
ice, and if there is anything we can do to make your stay in our State 
more pleasant, you need only call upon us and we will be delighted 
to do it. 

I am testifying this morning because I think it is only fair that I 
make this statement in view of the fact that 2 years ago I opposed 
appropriations for the Hoover Commission task force when the per- 
sonnel of the force was announced. If you will check the Congres- 
sional Record you will see that I said at that time I can predict what 
the results of this task force will be, because the task force does not 
represent a cross-section point of view of American interests on natu- 
ral resources, but it represents a very narrow point of view of certain 
interests that are going to come out with a report that will seek to 
sell a bill of propaganda goods in behalf of the private utilities of the 
country—and in my humble judgment that is exactly what the task 
force has done. Therefore in my statement this morning I shall pre- 
sent for the record my point of view on the report of this task force. 

Mr. Chairman and members of the subcommittee, it is a pleasure to 
be able to appear before your subcommittee. I would like to com- 
mend you and the other members of the subcommittee and your com- 
mittee chairman, Mr. Dawson, for making it possible for people all 
over the Nation to comment on Mr. Hoover’s expensive $430,000 propa- 
ganda document on water resources and power. 
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HOOVER COMMISSION TASK FORCE BIASED 


The background of the Hoover Commission and its water resources 
and power task force is necessary to an understanding of the bias and 
prejudice which led to its proprivate utility recommendations. 

Even before the Commission was established, former President 
Hoover proposed a commission study on power. On April 11, 1953, 
speaking at Case Institute, he blueprinted a study such as that later 
undertaken by the task force and Commission. In unmistakable terms 
he said in advance what such a study should do. Hestated: 

The objective of the whole proceeding should be to get the Federal Govern- 
ment out of the business of generating and distributing power as soon as possible. 

That is not a promising preliminary for an objective study of water 
and power policies. 

Before detailing the evidence of the bias and prejudice of the task 
force appointed by Chairman Hoover, something should be said about 
how it differed from the first Hoover Commission, appointed by Presi- 
dent Truman. 

The first Hoover Commission, which also operated through task 
forces, had as its mission the reorganization of administrative pro- 
cedures in the executive branch of the Federal Government. Its job 
was to eliminate avoidable duplications, waste, inefficiency, and un- 
fair procedures. It was nonpartisan and by and large did creditable 
work. In the Senate I have been an outspoken supporter of many of 
the reorganization plans based on the first Hoover Commission 
reports. 

The second Hoover Commission was a very different thing. It was 
supposed to study and evaluate policies and make recommendations. 
This was an essentially legislative function to be performed by non- 
elected officials. Such a commission approach can be very useful and 
has proven very successful in the British Commonwealth Royal Com- 
mission method 

However, that method requires the strictest observance of impartial- 
ity and objectivity and great reliance upon factfinding. 

The Hoover Commission has not approached that standard. A clear 
demonstration of the bias and prejudice which infected its most sensi- 
tive task forces is the roster of private utility partisans appointed, 
not by the Commission, but by the chairman to the water resources and 
power task force. 

There are 10 engineers. Let us examine their background a few 
moments. 

Four years ago President Truman appointed a National Water Re- 
sources Policy Commission. Concurrently, a so-called action panel 
of the engineers joint council, a private group, was set up to develop 
what the engineers considered principles of a sound water policy and 
present them to the President’s Commission. ait es 

This group filed its findings with the President’s Commission. 
Then, after the President’s Commission had acted, this action group 
of engineers issued a review sharply attacking the underlying philos- 
ophy of the Presidental group. The engineers were opposed to public 
power. The engineers joint council panel said : 


There was a unanimous finding that, while certain recommendations of the 
President’s Commission were acceptable, nevertheless the underlying philos- 
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ophy of this report was so radically different from that expressed in our 
June 1950 statement that the two documents are in general incompatible. 

The original joint Commission report was made by 9 separate panels, 
but the report gave assurance that the 9 separate committees are un- 
animously in accord with regard to all fundamentals. 

Appearing before Congress, spokesmen for the engineering group 
subsequently made it clear, in categorical replies, that their recom- 
mendation was for private development or bus-bar sale of Federal 
power. 

All of this is significant because 9 of the 10 engineers selected by Mr. 
Hoover for his objective t task force were members of the engineers 
joint council panels. All nine of them joined in the report opposed 
to public power. 

All nine of them are in favor of recommending bus-bar sales of 
public power. 

These men, on the record before : appointment to the task force as 
private utility bus-bar proponents, were Carey H. Brown, Julian 
Hinds, Wesley W. Horner, Lacey V. Murrow, Frank H. Newnam, 
Jr., Malcolm Birnie, Arthur B. Roberts, William D. Shannon, and 
Royce J. Tipton. 

Further, Who’s Who in Engineering for 1948 reports of Mr. A. B. 
Roberts, one of the task force members: 

Since 1935 have made investigations of the business, property, and prospects 
of various public utilities for investment bankers (including Dillon Reed & Co., 
Bonright & Co., Mellon Securities Corp., Harriman Ripley & Co.), in connection 
with issuance of securities in excess of $1 billion; the aggregate value of the 
properties investigated is over $4 billion. 

Another very distinguished member of Mr. Hoover’s task force is 
former Gov. Leslie A. Miller of Wyoming. Mr. Miller was chairman 
of the natural resources task force of the first Hoover Commission 
and, since that time, has aired his views on power matters in magazine 
articles and before congressional committees. 

One of Mr. Miller’s most famous articles was written for the Satur- 
day Evening Post. In that article Mr. Miller said: 

While there may be much to say in favor of Government construction of hydro- 
electric projects, it is my impression that the United States still is not a social- 
istic country and that the production and sale of electricity remains a matter of 
private enterprise. 


Then he testified to his own lack of objectivity by writing: 


Of course I must plead guilty to a certain amount of bias in expressing my 
opinions. 

That “certain amount” is voluminous. 

Governor Miller’s article got a big circulation. It was not only re- 
printed by the Readers Digest; the Edison Electric Institute also re- 
produced it for the private utilities to circulate. Many thousand 
copies were circulated in reprint form by the American Gas & Elec- 
tric Service Corp., Carolina Power & Light Co., the Connecticut Power 
& Light Co., Detroit Edison Co., Pacific Gas & Electric Co., Penn- 
sylvania Power & Light Co., Philadelphia Electric Co., and the Public 
Service Co. of Colorado. 

Later, appearing before a congressional committee, Mr. Miller ad- 
mitted that he “was somewhat in error” in some of his statements; 
that he had used “a little editorial license”; and that “it could be” 
that he should have been less violent about some of his charges. 
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Mr. E. H. Kracke was accounting adviser in the task force—a posi- 
tion apparently paralleling that of Mr. Carl Byoir on press relations. 
He is a partner in Haskins & Sells, the accounting firm serving private 
utilities, whose report to the first Hoover Commission proved so biased 
in favor of private utilities that our associate, the Senator from Ver- 
mont (Mr. Aiken) described it as following the private-utility line. 

The chairman of the task force, Ben Moreell, has been an outspoken 
foe of public power. As an example, he told the National Associa- 
tion of Purchasing Agents in 1950 in Cleveland: 

For example, the person who earns the money might want to endow a college 
or a hospital or a summer camp for poor children; but the planner wants to take 
the money from him and use it to subsidize cheap electricity for the people who 
live in Tennessee or the Pacific Northwest. 

In a speech to the Marketing Division of the American Petroleum 
Institute on November 10, 1952, Admiral Moreell cited the progres- 
sive income tax, the inheritance tax, public power, and proposed Fed- 
eral aid to education as evidence of a Communist trend in Government. 

Other members, such as Donald Richberg and Robert W. Sawyer, 
have long been outspoken foes of Federal power. 

There was a complete absence of task force members with any sym- 

pathetic understanding of what multipurpose public dams have done 
for this Nation in defense strength, aid to irrigation, improvement of 
navigation, and stimulation of private industry. 

The task force report was a breathtaking and extreme blueprint for 
dismantling over 50 years of public power and irrigation policy. The 
full Commission toned it down considerably, but ‘the defects of bias 
were carried over in subsantial degree to the full Commission report. 
In its final form the commission report would turn the clock back- 
ward to a period of underdevelopment, exploitation, and monopoly, 
to such an extent that three conservative members, Attorney General 
Brownell, ODM Administrator Flemming, and James A. Farley, dis- 
sented. 

A brilliant and detailed dissent was filed by Congressman Chet 
Holifield. It deserves the most careful study. 

What I propose to do here today is relate the criticisms of the re- 
port to the needs of this region and Oregon and urge that the construc- 
tive program that has given us Bonneville, Grand Coulee, Chief 
Joseph, McNary, The Dalles, Big Cliffs, Lookout Point, and Detroit 
Dams be resumed in the interests of an expanding private enterprise 
economy locally and nationally. 


HOOVER COMMISSION ON WATER RESOURCES AND POWER AS THE REPORT 
DEALS WITH FEDERAL ACTION AND FEDERAL POWER POLICY 






Aside from the conflicting recommendations, astonishing arithmetic, 
and the studied effort to supply the power companies with a respect- 
able and authoritative restatement of their own propaganda, the thing 
which strikes me most forcibly about both the Commission and task 
force reports is their failure to deal with the problems they were hired 
to grapple with. There was a time when “water problems,” problems 
of domestic and industrial water supply (aside from flood control, 
power, and irrigation) were problems peculiar only to the areas west 
of the 100th meridian and to isolated communities over the Nation. 
But. at the time these reports were being prepared it should have been 
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obvious to every member of the Commission and staff that the Nation— 
as a whole—is faced with a tremendous problem of supplying ade- 
quate amounts of water for domestic and industrial uses. When you 
add to the growing crisis of domestic and industrial water supply the 
problems of flood control, the need for expanded irrigation, water pol- 
lution control, and the necessity for a coordinated program on every 
river basin in the Nation to handle all of these problems in the most 
efficient, effective and economical ways possible, then one is simply 
astounded that this $430,000 report simply fails almost entirely to deal 
with the problems in this area. 

In the face of defense needs which consistently require $30 to $60 
billion a year, and in the face of a rapidly expanding population, this 
Nation needs a water and power resources factfinding and policy re- 
port as a guide to citizens and the Congress. But the Hoover Com- 
mission certainly did not give us such a report. 

Instead of recommending the streamlining of Federal agencies and 
the integration of planning and development of river basins, the Com- 
mission seeks to compound confusion by erecting two more levels of 
bureaucracy above the existing water and power agencies—a new 
Water Resources Board and a greatly expanded section of the Bureau 
of the Budget. As proposed, these new bureaus would be expensive 
mechanisms whose principal purpose would not be to bring order into 
resource development, but to serve as instruments of sabotage. They 
would seem to have the power to veto, but no power to organize or orig- 
inate orderly procedures. 

Beyond these negative recommendations, most of the Hoover Com- 
mission’s recommendations are not for reorganization of the executive 
agencies, the supposed function of the Commission, but to persuade 
the Congress to repudiate 50 years of time-tried policies and substitute 
therefor a combination of do-nothingism, partnership giveaways, and 
a “reverse yardstick” in the Federal power program. 

It is in the bulk of its recommendations that the Commission lets 
the propaganda cat out of the bag and reveals why it did not concern 
itself with positive policies on executive department reorganization 
and a coordinated program for getting the job of conserving and 
developing water and power resources done. Taken as a whole, these 
recommendations represent the fondest daydreams of the power com- 
panies. Mr. Hoover and a majority of the members of the Commis- 
sion and task force were so intent on dignifying power company prop- 
aganda that they almost completely forgot the constructive job they 
should have performed and concentrated instead of doing the task for 
which they had been selected, on spreading propaganda and paving the 
way for a virtually complete monopoly by the private companies in 
the electric power field. 

It is no casual matter to me, and I am sure it is not to you, that at 
the very time in our history when we need a water resources and power 
program which would catch the imagination of the world, we get a 
horse-and-buggy scheme designed to be pulled by the private utilities. 

If we need administrative reorganization to promote efficiency and 
more rapid development, the President has broad powers to reorgan- 
ize and the Congress would view any legitimate moves sympatheti- 
cally. But what we need most is not new commissions and new policies 
and new bureaus on top of bureaus, but some authorizations and ap- 
propriations. 
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While the Hoover Commission had a lot to say about subsidies, it 
did not say anything about the enormous subsidies to the Nation’s pri- 

vate power companies in the form of rapid tax amortization grants. 

Mr. Hoover and his task force expressed great concern about the cost 
of the Federal power program. In the process they adopted totally 
theoretical and unjustifiable assumptions. But they didn’t mention 
that the private utilities have received certificates since 1951 which will 
give them a total estimated subsidy valued at more than the total value 
of Federal power facilities or the total amount of all loans advanced 
to the Nation’s rural electric cooperatives. 

As of November 2, 1955, the utilities had received certificates for 
accelerated amortization of $2.4 billion, which gives them an “interest- 
free loan” (in the language of the Federal Power Commission) of 
more than $1 billion during a 5-year period, and will amount to a 
total estimated subsidy of $: 3.6 billion over the useful life of the facil- 
ities after the subtraction of normal taxes. 

The total loan funds advanced to rural electric cooperatives between 
1935 and October 1955 was $2.6 billion. The total value of all Fed- 
eral power projects as of January 1954 (the latest date available) 
was $2.55 billion. 

Under the programs announced by the Office of Defense Mobiliza- 
tion more certificates are expected to be issued and the total subsidy 
to the utilities, based on certificates issued since 1951, is expected to 
reach $6.26 billion. 

The real irony of this situation is that the rural electric co-ops are 
repaying their loans with interest, and the cost of Federal power 
facilities is being amortized by revenues from the projects. 

George Sehlmeyer, master of the California Grange, says: 


The statements of Mr. Hoover are, to say the least, conspicuously inexact. 





A PROGRAM FOR 





THE PACIFIC NORTHWEST 
During the past 2 years this region has been inundated by the 
administration with a flood of substitutes for sound plans of resource 
development. First, Hells Canyon was abandoned by it—but not by 
the people of the region. 

In announcing its Hells Canyon walkout, the administration sug- 
gested there were possible alternatives to high Hells Canyon Dam 
for the various purposes of flood control, power production, and aid 
to irrigation. Those “alternatives” were a hash of second-best pro- 
jects—projects that were more expensive or less feasible or ones that. 
would not do the job. So, for example, unexplored Army engineer 
projects on the Clearwater River were included in a list of dams that 
might provide revenue for irrigation, for which there is no provision 
in law. 

A high Mountain Sheep Dam was suggested for power. But that 
substitute was found to be unfeasible and two smaller dams—lower 
Mountain Sheep and Pleasant Valley—substituted. 

These conflict with another supposed alternative to Hells Canyon— 
Nez Perce. 

Possible loss of Hells Canyon storage has proven so serious that 
proposed modification of John Day Dam to eliminate flood control 
storage was rejected by an Army Engineers Board. The corps in 
Washington is now pressing for that modification on the premise 
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that Bruce’s Eddy on the Clearwater would make up for the storage 
loss at John Day. The Engineers will not claim that Bruce’s Eddy 
would make up for the loss of storage at both Hells Canyon and John 
Day. A 

What we have seen during the past 3 years is political tinkering 
with a comprehensive engineering blueprint for multipurpose basin- 
wide development. Substitutes for substitutes have been put forward 
by the Secretary of Interior and the Federal Power Commission. 
As a result, a balanced, integrated blueprint has been gerrymandered 
and jerry-built for political purposes. 

The administration do-it-yourself hucksters have thrown the Army 
Engineers’ 208 Report, the Interior plan for the Columbia River—as 
harmonized by the Army-Interior agreement of April 1949—into 
utter confusion. It is as if a blueprint for a house had been redrawn 
freehand, substituting a kitchen for the living room, a hall closet for 
the master bedroom, and ladders for flights of stairs. The resulting 
shack simply will not do the job—if it is usable at all. 

What I am suggesting—indeed urging with all the force at my 
command—is a return to the long-considered expert plans for basin- 
wide development contained in the Army-Interior plans of 1949. 

The need is clear as described in the Columbia Basin Inter-Agency 
Committee Report of 1952: 

With the greatest hydroelectrical power potential, the region now has the 
most severe power shortage in the Nation. Manufacturer and other energy 
consumers want a great deal more firm power than is now available or in early 
prospect. In addition, normal growth alone will increase the region’s power 
demands by three or four hundred thousand kilowatts each year. 

The need for accelerated development of water and land resources is prob- 
ably more pressing in the Pacific Northwest than in any other section of the 
country. Reasons are its rapid population growth, lack of low-cost fuels, high 
dependence on irrigated agriculture and forest products industries, and relative 
underdevelopment of other types of manufacturing. 


What many have lost sight of in recent years is that each project 
in the 1949 plan has several specific purposes which are related to 
the purposes of every other project. That interrelationship requires 
operation on a coordinated basis for flood control, power, navigation, 
irrigation, and recreation. 

Chief among these needs is upstream storage. That is not my idea. 
The CBIAC said in 1952: 

Upstream storage is imperative for controlling and developing the waters 
of the Columbia River Basin. Encroachments of civilization—farms, mines, 
cities, railroads, highways—have reduced the total feasible storage far below 
that available a century ago. And the present potential capacity is being dimin- 
ished through further encroachments. 

Only by taking into account all the problems and possibilities of development, 
and the effects of prospective improvements on all resources and on the economy 
of the region, can conflicts be equitably resolved, and the all important objec- 
tives be achieved. The comprehensive plan is being worked out to protect and 
develop each resource and interest as far as practicable, and at the same time 
to provide for optimum development and use of the region’s resources as a whole. 
Without such broad planning, irreplaceable opportunities may be lost as they 
have been in the past. 

The immediate objective should be achievement of the phase C plan 
outlined in 1949. It consists of those projects in the Army-Interior 
agreement of April 1949 which at that time were deemed most feas- 
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ible to meet both current and expected power demands to about 1965 
and immedaite flood control, navigation, irrigation and other water 
needs of the region. 

The phase C plan would achieve: 27 million acre-feet of storage; 
slackwater navigation to Lime Point, Idaho; irrigation of about 2 
million acres; installed capacity of about 11 million kilowatts (com- 
pared with 4.9 million in 1952) ; water for irrigation, municipal, do- 
mestic and industrial purposes; protection and improvement of fish, 
wildlife, and recreation. 

These necessary goals cannot be achieved on a haphazard, patch- 
work basis. 

We have the baisc plan for providing the region and the nation 
with the power, defense material, new acreage, and other benefits of 
multipurpose, comprehensive development that will be needed within 
the next decade. 

It would be folly to squander our resources and opportunities to 
satisfy the narrow dogmatism of the Hoover Commission report and 
of the present administration which erroneously confuses aiding 
private utilities with promoting free enterprise. 


COMMISSION REPORT NEGATIVE 


The Commission and task force reports and recommendations are 
negative to the point of counseling self-destruction. 

If followed, this region, other river basins, and the Nation, would 
obtain little power at high cost to the detriment of private industrial 
expansion—expansion W hich is in the interest of every group in our 
economy. We would be denied adequate flood control and navigation 
improvement, because scrapping multipurpose public development 
means reliance upon private-utility single-purpose development—as 
at Hells Canyon. We would lose the advantages of integrated system- 
wide operation under the Commission-task force bus-bar sale pro- 
posals. We would lose the tax revenues from new industry and com- 
merce that inexpensive public power makes available—revenues that 
far outstrip the taxes paid by private utilities when they are not 
avoided by quick tax writeoff certificates. 

The West would lose all possibilities for future irrigation develop- 
ment upon which so much of its growth and the satisfaction of immi- 
nent national food requirements depet nd. 

The Commission and task force advocate scrapping the program 
under which major irrigation projects have transformed enormous 
areas of the West. Add the Commission-task force plan for cutting 
off public power revenues—the best hope for future irrigation financ- 
ing—and irrigation would be a relic of olden times. 

Irrigation projects are nct achieved overnight. They take years 
to bring into operation. There are thirsty acres in Oregon, Idaho, 
and Washington, and throughout the West. In 20 years their produce 
will be needed throughout the country. 

The private-enterprise Hoover Commission makes no provision for 
that. The private utility-administration partnership scheme, which 
meets the Commission recommendations, will not provide assistance to 
irrigation. 
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This is a fitting occasion to point out that the National Reclamation 
Association has declined to approve so-called partnership and has been 
critical of the Hoover Commission report. For these actions the mem- 
bers of the association deserve the thanks of the people of the West. 


A NATIONAL PROBLEM 


Economic power development, improvement of navigation, irriga- 
tion to meet the needs of the youngsters of today and tomorrow, 
strengthening defense potential, creating new markets, are national 
concerns. This is doubly the case when their achievement depends 
upon a multi-State river basin. Flood control is also a national con- 
cern—as we have fresh cause to know from the recent tragedies in 
New England. 

The Hoover Commission task force administration plans are echoes 
of a discredited past. If we are to build for tomorrow, the years im- 
mediately ahead, and generations to come, we should—we must—re. 
turn to the proven methods that have given us regionwide dividends 
from the great multipurpose projects in this rich Columbia River 
Basin. 

Mr. Chairman and members of the committee, I deeply appreciate 
your honoring me by giving me an opportunity to present my views 
to this committee for the record. I shall be very happy to answer any 
questions at this time, if you have some, and I Shall c very happy to 
appear at your call any time back in Washington, D. C., to present 
any further evidence or answer any further questions you may wish 
to ask me. 

In behalf of the people of my State, including those who oppose as 
well as those who support me, I want to thank you for bringing de- 
mocracy into action in this State and giving them a chance to testify 
before you, because most of the people who will testify before you in 
the next 2 days in Oregon are people who would not be able to get 
back to Washington to testify. 

As you know, I have been a strong supporter ever since I have been 
in the Senate of bringing these hearings out to the field. Incidentally, 
I have also been a strong supporter of trying to coordinate our hear- 
ings between the House and Senate, because I think it is very important 
in both branches of the Congress that we cooperate together in trying 
to get a record out in the field, so that when we meet on these problems 
in Washington at least we will have a field record to refer to. 

I thank you very much and I renew my very warm and sincere in- 
vitation to call upon me, if Mrs. Morse and I can be of assistance to 
this committee while you are guests of my State. 

Mr. Jones. You are very kind, Senator. 

Do you have any questions, Mrs. Griffiths ? 

Mrs. Grirrirus. I wondered why you opposed a National Water 
Resources Board, or the suggestion for that ? 

Senator Morse. Because I think it is unnecessary—just because I 
think it is unnecessary. 

Mrs. Grirrirus. Thank you. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lirscoms. Senator, on page 9 of your statement you referred 
to the phase C plan, which would achieve an installed capacity of about 

11 million kilowatts, and you compared that with 4.9 million in 1952. 
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Do you have the latest figures on the capacity at the present time ? 

Senator Morsr. Not with me, but I can get them for you and supply 
it for the committee. . 

Mr. Liescoms. Has it increased to any extent since 1952? 

Senator Morsz. Not sufficiently. Not sufficiently to meet our needs. 
We have a great power shortage out here, and one of the most interest- 
ing arguments that I have heard made recently against the program 
we have been following is that the two great areas in the country that 
have a power shortage are the Tennessee Valley and the Pacific North- 
west, and that is being advanced as an argument against the program, 
while it really is one of the strongest arguments for the program. 

The reason why we have the shortage is because we have the cheap 
power, and there is an economic development so rapid that we cannot 
meet the power needs. That is why I say to some of my friends from 
the New England States—and we will have this before us in January, 
or the first part of the session—that it is very important we provide 
the same kind of service in other parts of the country. I have long 
been an advocate, for example, of multiple-purpose dams in New Eng- 
land, both for flood-control purposes and power purposes. If we had 
those multipurpose dams in New England, they would not be having 
some of the economic problems they are having now. 

Some of my colleagues are beginning to see it. It is too bad it took 
the terrific floods we had there to convince them of it, but I hope in 
this next session of Congress when we go into the flood-control prob- 
lems of New England, we will not only build flood-control dams, but 
some power dams along with them. 

Mr. Lirescoms. Have there been any completed projects since this 
1952 plan when the capacity was published ? 

Senator Morsr. There have been no new starts out in the Pacific 
Northwest. Two reasons why we have no new starts and we have not 
had any new starts really since World War IT is because during World 
War II the whole program was to stop all civilian production which 
could be stopped and use all of our economic power in war produc- 
tion. Then, of course, we had the Korean war and there was a set- 
back on new starts. 

It is also one of the arguments we find used against us in regard 
to the appropriation route for power development, the argument being 
that Congress will not appropriate the money. However, they for- 
get to tell the people the reason why it has not been appropriated is 
because we have been going along on a war economy and the same 
restrictions were placed on private industry during that period of 
war economy also. Industry was not allowed to go ahead and spend 
its money any way it wanted to, because we needed to see to it that 
the economy was used for war purposes. Now that the wars are over 
it is interesting in the last session of Congress we got the appropria- 
tion due to you people in the House and the people in the Senate 
for three new starts, and are starting with the Hill’s Creek and Cougar 
and Ice Harbor, and also got appropriations to bring up some planning 
needs for some other dams, so that they will be in a position in the near 
future to be ready for appropriation for new starts. 

I do not accept—I simply do not accept—the argument that you can- 
not get appropriations through the Congress. I think the Congress 
has demonstrated time and time again, Republicans and Democrats 
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alike, that they recognize ours is an integrated economy and what helps 
California helps Maine; what helps Florida helps Oregon. 

As far as your witness this morning is concerned, I am proud to point 
to the record that I fight hard for the development’ of natural resources 
anywhere in this country. I want the committee to know why, Be- 
cause I am charged — being an idealist and a theorist, and all of 
the other charges you he: - about me. But being an idealist, if I am, 
I am really practic: al, ino vuse if you want to know my attitude toward 
this natural resource ’ problem, I will give it to you in just two princi- 
ples, if you permit me cucens the time to say it. 

I take the position all we are in each generation is but the trustee 
of God’s providence in our sintaaeel resources, charged with the moral 
resp and I think it is a moral responsibility—of handing 
those natural resources down to the next generation of American boys 
and girls in a better condition than in w hich we found them. 

Why do I fight for the development of natural resources? Because 
I think government has the responsibility of developing them and con- 
serving them. 

The second tenet is that I happen to believe under our representative 
form of government the primary obligation of that government is to 
do those things necessary to promote the general welfare. The general- 
welfare clause of our C onstitution, as I used to teach my law students, 
is the keystone of that Constitution. It is the general-welfare clause 
that hitches inseparably together the economic freedom of choice and 
political freedom of choice for the individual. 

Now take those great ideals and translate them into legislative issues, 
and you have got. one here which I think is as clear as a bell—the 
obligation to see to it that we develop these natural resources to the 
benefit of future generations of American boys and girls. 

If you will permit me again, and if I can impose on your patience 
for this one further observation of philosophy, I believe you have to 
pay attention to these philosophical concepts of our Government. 
One of the charges is that those who take the position I take in the 

testimony this morning are a group of men and women who are fight- 
ing for a Federal eau of power. It just is false. Quite to the 
contrary. I am opposed to a Federal monopoly in power, just as I 
would be opposed to a monopoly of the private utilities in power. 

What I am fighting for and what the people of my State are begin- 
ning to underst: and is that we develop our multiple-purpose dam sites 
by the Government and develop our low-head dam sites by private 
utilities. But the hope of cheap power after you have developed 
those dams rests in the pooling of the power. The pooling of the 
power. You cannot segmentize these rivers. You cannot break these 
rivers up into little separate jurisdictional domains and say, “This 
reach of the river is going to be completely under the control of the 
X private utility, and this section of the river Ww ill be completely un- 
der the control of the Federal Government.” I say that because, after 
all, those rivers are not respecters of that kind of a jurisdictional, 
watertight compartmental arrangement. 

What we have to do is develop the maximum electric power develop- 
ment of these basins and pool the power into a common pool, and then 
guarantee—and I underline the word guarantee—guarantee to the 
private utilities a firm contract to take out of that pool the power that 
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they put into that pool to serve their customers; and then assure them 
a good price for the power that they put into the pool over and above 
their needs to serve their customers. That is what we have got to do 
to maintain cheap power. ; 

Our only hope here for economic expansion is cheap power. 

You cannot do it on high-priced power that inevitably, as the facts 
have demonstrated, time and time again, flows from the so-called seg- 
mentized system of power development. 

Why am I making the fight? Well, I just want to give you a fact 
that to me isso dramatic. There are two facts I want to give you that 
are so dramatic that I just do not understand why some ‘businessmen, 
for example, cannot see the relationship of these facts to their cash 
registers. The first is the testimony before our Senate committees has 
been uniform that by the year 2000, which is only 45 years from today, 
we will need to generate 20 times the electric power we are now gen- 
erating to meet ‘the economic energy needs of our country. Twenty 
times as much. That being true ‘and it is not the testimony of lay- 
men, but the testimony of experts—that being true, we cannot sacrifice 
the electric power potential of these streams—y ou cannot knock out 
the potentialities of a high dam at Hells Canyon—and keep faith 
with the future generations of boys and girls in this Nation, as well 
as the other sections of the country. 

The second dramatic fact 1 would have you remember is that 20 
years from now—just 20 years from now—there will be added to the 
popalsiiae of the United States—and this is why I ~— it is so im- 
portant to fight for the river basin development—20 years from now 
there will be. added to the population of the United States, believe it 
or not, but it is true—and this figure was prepared for me in research 
done by the Congressional Librar ry—there will be added to the popula- 
tion of the United States we present population of the following 
States: Washington, Oregon, California, Idaho, Montana, North and 
South Dakota, low a, Kansas, Nebraska, New Mexico, Arizona, Nevada, 
Colorado, Missouri, ‘and Texas. In 20 years our population will have 
increased by the number of people equal to the present population of 
almost the entire West. 

Now listen. We cannot in our generation follow a course of action 
that lets those boys and girls down either on the conservation and pro- 
tection of our water resources, or of our power resources, or of our 
timber resources, or of our natural resources generally. I know the 
kind of a fight I am putting up. I know what I must expect in this 
fight. I have to expect the kind of opposition I am getting. But I 
would rather walk out of the Senate than walk out on the future gen- 
erations of our country. 

I simply happen to be dedicated to the proposition that our genera- 
tion has a great obligation in this matter of natural resources, I can- 
not go along with the Hoover Commission’s task force report, because 
in my judgment they had their eyes in the back of their heads and not 
in the front. 

Mr. Lipscoms. One further question, Senator. 

Senator, you agree that Congress should look at our natural water 
resource policy? That there is need for improvement ? 

Senator Morse. Absolutely. 
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Mr. Lipscoms. And that the Hoover Commission report is one way 
of bringing it dramatically to our attention ? 

Senator Morse. That is right. That is right. 

Mr. Lirscoms. And putting together all of the reports—the Presi- 
dent’s Report and the Kestnbaum Commission’s report and this one— 
the Congress perhaps will have something we can adequately work on 
at the next session of Congress. 

Senator Morsr. Well, you know, I served on the Kestnbaum Com- 
mission. I was one of the late appointees who served on it and it is 

very interesting to see the division that occurred among us on the 
Kestnbaum report on the matter of water resources. I think both the 
majority and minority report are deserving of very careful study of 
this committee. 

I spoke, Mr. Chairman, before the soil conservation convention up at 
Pendleton, Oreg., last week. I do not want to burden this record, but 
because I had much to say about the Kestnbaum report, if it meets with 
the pleasure of the committee I would like to ask unanimous consent to 
file either as an appendix to your report or file for your reference, or 
for the report itself, if you want to, the statement that I made before 
the soil conservation convention at Pendleton last week. I think it 
was on last Thursday. 

I discussed the water resources matter not so much from the stand- 
point of power as I did today, but from the standpoint of soil con- 
servation. 

Mr. Jones. Without objection it will be received and printed im- 
mediately after the answer to the interrogatories propounded to the 
Senator. 

Do you have any further questions ? 

Mr. Lirscomrs. No, Mr. Chairman. 

Mr. Jongs. Senator, 1 of the 2 major objectives of Public Law 108 
of the 83d Congress, creating the Hoover Commission Study on 
Organization of the Executive - Branch of the Government, was econ- 
omy and efficiency. If the Hoover Commission rec -ommendations 
were to become a reality, in your opinion would it lead to economy 4 

Senator Morse. May I say most respectfully, Mr. Chairman, in my 
opinion if you put that program into operation over the years, it 
would cost the taxpayers of the United States losses of billions of 
dollars, and not millions. I think it will cost them that through the 
losses in taxes. For example, when you think of the stimulus to 
private enterprise that comes out of the development of a coordinated 
program such as I am talking about between the public dams and 
private dams—when you think of the stimulus to private enterprise 
and the new tax dollars that flow into the Treasury as a result of it, 
if you follow a high-cost power eee which you will follow if you 
adopt the Hoover - Commission report, you will just waste many, many 
millions of dollars of taxes that would otherwise come into the 
Treasury. 

Mr. Jones. Do you think it would lead to efficiency in the Gov- 
ernment ? 

Senator Morse. No; I think by putting bureaus on top of bureaus 
you do not lead to efficiency. 

Mr. Jones. Do you recall any section of the Commission’s recom- 
mendations that would cease the operation of any bureau or agency 
of the Government now in existence ? 
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Senator Morse. No. You see, what the Commission did—and I 
speak most respectfully of the Commission, but I am diametrically 
opposed to most of its recommendations—what the Commission did 
is 1t got away from the job of procedural reform, which I think is so 
important in improving the efficienc y and economy of the Government, 
and got into the matter of substantive policy changes. It got into 
the matter, really, of legislative function. 

As I read the report, I think of one of the basic principles that 
I used to use in teaching all of my law classes, and I would like to 
put it in the record, to point out that you cannot separate substantive 
rights from procedural rights. W hat we do so frequently in govern- 
ment is we spend 

Mr. Jones. By substantive you mean functional ? 

Senator Morse. Yes. Substantive rights rather than procedural 
rights. 

Let me put it this way. Let me give an example of this, because 
after all, your job in Congress is to take these principles and ap- 
ply them to specific issues. Look at what we do in the Bureau of 
the Budget. We operate in the Federal Government a budget that 
no businessman operates. I have been fighting since 1946 for a capi- 
tal budget. I have been fighting for a budget that puts the capital 
assets and capital investments off to one side and operating costs off 
to another side, and look at your national debt from the standpoint 
of operating costs. 

If Uncle Sam were to have the typical budget that the typical 
American corporation has, he would not be in debt to any serious 
extent, which is what some of the people argue about. Because if 
you took our capital assets and looked at their wealth-creating re- 
turns to the Government, you see that after all they should not 
be carried as an operating cost. 

For example, Bonneville Dam is carried as a debt. Bonneville is a 
great canlies investment and will pay out over and over again. Grand 
Coulee is carried as a debt. It really is a great capital investment. 

So what I say to my friends who are always saying, “But wait, 
where will we get the money from this?” I say the first thing you 
had better do is see how solvent Uncle Sam is. Just take a look at 
his assets against his operating costs. But when I talk about the 
matter of procedure against substance we have a bad procedure on 
our budget. What we need to do is to give some favorable action 
to this proposal. It does not happen to be my proposal, but I simply 
studied the writings of the experts on it. 

Take a committee like the Committee for Economic Development 
that has been urging it for some time. But the illustration and the 
point I want to make is, we need to pay more attention to reforms 
within the procedural operation of our Government. That is where 
you get your economy and improved efficiency. 

Mr. Jones. Do you think it would increase the efficiency of the oper- 
ation of the Corps of Engineers where now it takes approximately 
1014 years from the time a survey resolution is approved until the ini- 
tial funds are received for the construction of the project, if we created 
a new board for the review and examination of the project ? 

Senator Morse. No, Mr. Chairman, I do not. I think it would 
prove to be a handicap to the Corps of Engineers. 
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Mr. Jones. Do you think it would improve the efficiency in the ad- 
ministration of the various agencies now engaged in the construction 
of projects if the revolving funds were put into the Treasury so that 
the legislature could examine it with greater care and scrutiny ? 

Senator Morse. I think not, Mr. Chairman. May I take this as 
an opportunity to pay a deserved tribute to the Army engineers? I 
think the Army engineers have demonstrated time and time again 
what great public servants they are. I am still waiting for any 
successful argument against the major premises of the 308 report? 
Some modifications probably can be justified, but 

Mr. Jones. The 308 reports were intended to be reviewed by the 
Congress. 

Senator Morsr. Yes,sir. They should be. 

Mr. Jones. Because they were not prepared with the same amount 
of care that project reports are made by the Corps of Engineers. 

Senator Morsr. They should be reviewed. 

Mr. Jones. And those are just blueprints that were projected over 
river basins in every section of the United States. 

Senator Morsr. But they are blueprints for river basin develop- 
ments and that is what I want to stress. 

Mr. Jones. Do you think that the Congress by examining the dis- 
bursements of all the funds coming into the agencies that now have 
a revolving fund will assist the efficiency of that agency ? 

Senator Morse. I have no objection certainly to the Congress doing 
an eagle’s job. I think Congress should cast an eagle’s eye on returns 
to the Federal Government, but I do not think it should be done in a 
manner that will handicap the operation of a given agency. 

Mr. Jones. Senator, I would like to re¢ 1d you recommendation No. 5: 

That the revolving funds be abolished and all moneys payable into these funds 
be covered into the general fund of the Federal Treasury and all project funds 
be appropriated by the Congress. 

Senator Morse. I think that would be a mistake. 

Mr. Jones. You do not think it would lend itself to efficiency either 
on the part of the Congress or the operation of the agency ? 

Senator Morsr. In my judgment it would set back project after 
project. 

Mr. Jonrs. You do not believe that these recommendations if 
adopted would mean economy or efficiency in the Federal adminis- 
tration ? 

Senator Morse. That is my serious judgment after very careful 
study of it. 

Mr. Jones. Thank you very much, Senator. 

Are there any further questions ? 

(No response. ) 

Senator Morse. Again I want to thank the committee very much. 

Mr. Jones. We thank you for coming, Senator, and regret to find 
you are suffering from the bugs. 

Senator Morse. I will be all right. I am going back now and help 
to support a drugstore. Thank you very much. 

Mr. Jones. Thank you, sir. 
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(The speech of Senator Morse at Pendleton, Oreg., is as follows :) 


ADDRESS OF SENATOR WAYNE Morse BErorE OREGON ASSOCIATION OF Sort Con- 
SERVATION DISTRICTS, PENDLETON, OREG., DECEMBER 1, 1955 


SOIL CONSERVATION AND THE SMALL WATERSHEDS PROGRAM AS VIEWED FROM 
WASHINGTON 


It is a real pleasure to be with you in Pendleton today because as you know 
I am deeply interested in the soil conservation program and in the people who 
dedicate themselves to it. 

On this occasion I feel that I have a special bond of kinship with my 
audience, because, believe it or not, I am meeting with a group of fellow 
idealists. 

You have sometimes heard it said—often without a compliment being implied— 
that your speaker is an idealist. If by “idealist” is meant a person who seeks 
to better the condition of man—a person who puts a practicality to work—I 
am glad to be so labeled. 

You who labor for soil and water conservation put practicalities to work. 
You apply scientific knowledge and techniques to the land on behalf of an 
ideal—an abundance of food for this and future generations. I don’t know of 
a more important group of men in America than soil conservation district super- 
visors. You are doing your work so well that you have attracted world-wide 
attention. It is significant and praiseworthy that you serve without pay. In 
so doing you set a fine example of unselfish public service. 


SOIL CONSERVATION : A PROGRAM OF NATIONAL IMPORTANCE 


In the United States no long-term domestic problem is more pressing than 
that of conserving and improving our land. Soil and water conservation should 
be of personal concern to all of us—to every man, woman, and child in the 
United States—because they relate to our very existence. 

The speed with which conservation farming is adopted, and the degree to 
which it is maintained, will play a key part in determining our standards of 
nutrition and those of our children in the years ahead. If the job of conservation 
is done well and fast enough, we can have good food in abundance. If a poor 
job is done, future generations of Americans may not eat as well as we do. 


OREGON’S PROGRESS IN SOIL CONSERVATION 


You can take pride in the progress you are making in having conservation 
practices applied here in our home State. It started about 16 years ago and 
has been building up ever since. Let’s look at the highlights of your accom- 
plishments over that period of time. 

You have practiced irrigation water management on 114,000 acres and im- 
proved water application on 156,000 acres. You have leveled 241,000 acres. You 
have established farm drainage on nearly 257,000 acres. You have installed 
1,500 sprinkler irrigation systems. You have practiced crop residue utilization 
on more than 1 million acres, cover cropping on 102,000 acres, contour farming 
on 81,000 acres, and conservation crop rotation on 533,000 acres. You have 
seeded more than 38,000 acres of range and planted more than 125,000 acres of 
pasture. You have planted 60,000 acres to trees, including windbreaks, built 
1,750 ponds and 243 irrigation reservoirs. You have constructed 175 miles of 
diversions. You have built waterways, made plantings for wildlife improve- 
ment, and you have limed and fertilized and applied many other soil-conserving 
practices. 

You have organized 51 soil-conservation districts that include 14,337,000 acres 
of farmland on 42,443 farms. These districts help you to accept and carry out 
to the fullest degee your opportunities for local leadership and initiative in soil 
and water conservation. These districts have proved to be a highly effective de- 
vice through which your Government can serve you without interfering with 
private initiative. 

THE SMALL WATERSHEDS PROGRAM 
You have started to make good use of your rewest soil and water conservation 


tool—the Watershed Protection and Flood Prevention Act that Congress passed 
in August 1954. 
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The Watershed Protection and Flood Prevention Act is a good piece of legis- 
lation, although I believe an amendment or two may be desirable to make it 
more useful to farmers and ranchers. For example, the present act limits Fed- 
eral cost sharing to the building of dams that hold water for flood protection 
Storage only. This limitation should be removed so that Federal funds can be 
used to help pay for dams that store water for other purposes, such as irrigation. 

Lately, I have heard reports that there is considerable opposition to the man- 
ner in which the Administration is figuring cost-sharing under the Watershed Act. 
When farmers do expeusive land-treatment work, such as terracing, contouring, 
and construction of waterways, they should be entitled to have the cost of their 
work taken into consideration when the cost-sharing ratio is determined for any 
watershed project. In my opinion, the Administration is holding out for larger 
local financial contributions than Congress intended when it passed this law. 
Unless a fair and equitable division of costs can be worked out administratively, 


we may have to seek remedial legislation to assure that the farmers get an even 
break. 


THE UNDERMINING OF 





THE SOIL AND WATER CONSERVATION PROGRAM 
When you asked me to speak on the soil-conservation program as seen from 
Washington, you were entitled to a frank appraisal of the situation as I under- 
stand it. Naturally it would be pleasant for me if I could paint a rosy picture 
of the soil-conservation program as it is being administered today. However, 
you know me well enough to understand that I don’t indulge in the political lux- 
ury of soft pedaling issues or kidding the people of my State. Today I am going 
to be frank in telling you about some things that have happened to our soil 
conservation program that have hurt the program and have probably set it back 
a good many years. 

First of all, let me state that despite the remarkable progress we have made 
in advancing soil and water conservation, we still have a lot further to go. 
Never before has the need for conservation farming been so great or so urgent. 
I say this with complete awareness of the great hue and cry about our present 
food surpluses. 

Many people insist today that we should forget the soil conservation pro- 
gram because it will increase our production of food and thereby add to the 
problem of disposal of our farm surpluses. In my opinion, these people are 
extremely shortsighted. ’ 

Our food surpluses should be treated as blessings rather than burdens and 
I'll tell you why: 


SOIL CONSERVATION MEANS FOOD FOR THE FUTURE 


Our population in this country is increasing at the most rapid rate in this 
century. We already number about 165 million, and we are growing at the 
rate of about two and one-half million persons per year, or about 7,000 every 
day. In another 10 years at this rate we will have 25 million more mouths 
to feed and backs to clothe. 

By 1975 we shall likely need the production equivalent of an additional 115 
million acres of improved cropland to keep pace with the demands of a growing 
population. Present estimates are that we will fall short of that requirement 
by as much as 70 million acres. 

To meet rising demands, we shall have to depend mainly on increasing the 
per-acre yields on our present agricultural lands. We know this can be done. 
The best conservation farmers today are making soils produce about double 
what the average farmer is producing. The major job ahead is to bring 
such conservation farming into practice over a much wider area. 

In view of these undeniable facts, it is strange indeed that the present Admin- 
istration has not, and is not, giving wholehearted support to national soil 
and water conservation program. 

The sad fact is that this Administration has consistently sought to weaken 
this vital program. Of course, spokesmen for the Administration will voice 
kind words about soil and water conservation at strategic times. They were 
strong for soil conservation in 1952. Now that another election is near, they 
will begin to say the same nice things. But their actions belie their words. 
Their performance record is bad. Let me review some of their shortcomings. 
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THE RECORD ON SOIL CONSERVATION SINCE 1953 


The Administration showed its attitude toward soil and water conservation 
soon after taking office, when the Department of Agriculture issued a pamphlet 
that cited research and education as the basic, long-time needs of agriculture. 
The pamphlet did not even mention soil and water conservation, nor did it 
refer to soil conservation districts. Presumably the Administration considered 
them unimportant. 

When this pamphlet came out, many of us wondered where the Administra- 
tion had been for 20 years. Did their clocks stop running? But there was 
more to come. The Administration had the bright idea that the Soil Conser- 
vation Service should be reorganized. It sought to minimize the importance 
of the work of this agency. It said that soil conservation was just good farm- 
ing, that the effects of erosion and poor land use had been exaggerated, and 
that the problem could be taken care of by education. 

You folks know that the Soil Conservation Service did not need to be reorgan- 
ized. It had a world-wide reputation that had been building since 1935. It 
was decentralized, with about 88 percent of its manpower out on the land, 
working directly with farmers and ranchers in soil conservation districts. Its 
so-called administrative “overhead” was one of the lowest in Government. 
In fact, many management experts thought the overhead was lower than advis- 
able. The fact remains that the Soil Conservation Service was streamlined; 
it was well-managed; it was working closely with the local people; and it was 
doing a magnificent job. All it needed was more technical manpower to keep 
up with the constantly increasing demands for its service. 

I won’t go into the details of the reorganization of the Soil Conservation 
Service. You are familiar with what happened. You also know that the 
Administration did not accomplish all that it set out to do, chiefly because of 
public protest. The opposition came from people like yourselves who believe 
in the work of the agency and in soil conservation districts. 

Some of us in Congress were aware of what was happening, and we started 
our protests as a rather lonesome minority. But your objections were heard 
and soon there was a groundswell of opposition to the scuttling of our soil and 
water conservation program. 

But the Administration did succeed in weakening this fine agency. The Soil 
Conservation Service was split into 51 pieces. Its chief was put on “Schedule 
C.” This is a device used by the Administration to keep career servants in line. 
They can be booted out overnight without recourse to civil service procedures. 


THE NURSERY PROGRAM FADES AWAY 


One of the casualties of the Soil Conservation Service reorganization was the 
nursery program. The agency had developed 24 splendid grass, tree, and shrub 
nurseries where plant materials from all over the world were introduced, tested, 
and then tried in the field. When promising species were proved to be suitable 
for farm use, in the soil and water conservation program, they were turned 
over to the commercial seedsmen and nurserymen and made available to conserva- 
tion farmers everywhere. Literally hundreds of different plants that were de- 
veloped in the Soil Conservation Service nurseries are in use today throughout 
the Nation. The nurseries were immensely valuable, and the cost of operating 
them was slight. 

What did the Administration do to these 24 nurseries? Well, SCS now has 
only 5 left, and it has arrangements with 7 of its former nurseries, now operated 
by State agencies, whereby SCS can do a limited amount of plant observational 
work. 

The other nurseries have been wiped out. One of them was at Astoria, here 
in our own State, where the SCS was producing beech grasses for dune control 
along the shores of the Pacific. Grasses of this type are not on the market. 
They are not being produced commercially. As Oregonians, we know this is a 
mistake. 

The Administration has repeatedly sought to weaken the Soil Conservation 
Service by reducing appropriations for assisting soil conservation districts. You 
may hear that the SCS appropriations are larger now than they were before 
this Administration took office. That is true, but it certainly is through no 
fault of the Administration! Quite the contrary. The Administration’s budget 
has consistently contained cuts in the appropriations to assist soil conservation 
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districts. Just as consistently, the Congress has not restored the cuts but has 
added more funds. 

On one occasion the Administration sought to hamstring the Agricultural Con- 
servation Program by recommending that the appropriation be cut in half. 
Congress refused to play this game. It substantially restored the cuts, and by 
so doing, it served notice on the Administration that this program could not be 
eliminated without a fight. 

With the cost-price squeeze eating into the farmer’s pocketbook, he needs more 
than ever the help of this program in paying the cost of applying conservation 
practices. The Department of Agriculture reported at the end of October that 
farmers’ realized net income during the third quarter of this year was 10 percent 
less than in the same period in 1954. However, I’ll not elaborate on this because 
you have some interesting first-hand information on recent trends in farm income. 

Soil conservation districts are the most dynamic movement in our entire agri- 
cultural history. Since 1937, when the first districts were formed under State 
laws, 2,680 soil conservation districts have been formed by farmers and ranchers 
in the 48 States and the Territories. These districts include nearly one and one- 
half billion acres of land and more than 4,894,000 farms and ranches. They 
contain nearly 90 percent of the agricultural land in the country. Yet the 
powers-that-be in the Department of Agriculture continue to look down their 
noses at these “upstart” soil conservation districts. 

Here’s another indication of lack of interest on the part of the Administration. 
The Department of Agriculture went all out to get into the advisory committee 
business soon after the Administration took offce. There were more committees 
than you could shake a stick at on every agricultural subject you could name—all 
except one: Soil and water conservation. The Department of Agriculture 
dragged its feet for more than 2 years on the appointment of a soil and water 
conservation advisory committee. Finally, with another election on the horizon 
in October of this year, such a committee was appointed, and I’m glad to note 
that we have one man from Oregon on it—Wade Newbegin of Portland. Per- 
haps this committee will help pound some conservation sense into the top people 
in the Department of Agriculture; that is, if they will listen. But they have 
been mighty hard of hearing when it comes to soil and water conservation ! 


HEEL-DRAGGING BY THE INTERGOVERN MENTAL RELATIONS COM MISSION 


The Administration showed its disinterest in a strong national soil and water 
conservation program through the Intergovernmental Relations Commission, 
which was headed by a man named Kestnbaum, a clothing manufacturer. Two 
documents were published on the work of this commission. The Study Com- 
mittee on Federal Aid to Agriculture—a task force of the Kestnbaum Commission 
—recommended that soil conservation technical assistance be placed on a Federal- 
State grant-in-aid basis over a 5-year period with a transfer of technicians from 
Federal to State during the first year. The Administration had this task force 
nacked so neatly that only one member dissented from this recommendation. 
The lone dissenter was Hershel Newsom, Master of the National Grange. The 
Grange has consistently advocated a strong, independent Soil Conservation 
Service. 

The Kestnbaum Commission didn’t aecept this recommendation of its task 
force on agriculture. They watered it down somewhat, chiefly because a lot of 
conservation farmers went to work through their conservation district associa- 
tions and because there were a few individuals on the Commission, including 
myself, who saw this for what it was—another attempt to severely weaken our 
national soil and water conservation program. 

The Kestnbaum Commission recommended that the present program of soil 
conservation technical assistance to farmers be continued as presently organized 
and operated, but made provision for placing this program on a grant-in-aid 
basis if and when a State submitted a plan of operations satisfactory to the 
Secretary of Agriculture and agreed to appropriate funds to expand the program 
in such State. 

This recommendation was too much for one third of the Commission. Five 
of us who objected were Members of Congress—four of us Democrats—and two 
of those who objected were former Democratic governors. One former Repub- 
lican governor also dissented. 

The Kestnbaum Commission also recommended that the Agricultural Con- 
servation program be placed in a grant-in-aid basis. Senator Humphrey of Min- 
nesota, the late Congressman Dingell of Michigan, and I dissented from these 
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recommendations. Our dissent appears on pages 164-166 of the Kestnbaum 
Commission’s report. Because we expressed a philosophy that is totally differ- 
ent from that prevailing in administration circles, I would like to read to you a 
few excerpts from our statement. I quote: 

“We dissent from both of the Commission’s recommendations relating to soil 
conservation programs. It is our opinion that under the grant-in-aid features 
of those recommendations, the paramount national interest will not be adequately 
protected and, if carried out, the recommendations would eventually weaken 
rather than strengthen the soil and water conservation movement in the United 
States. 

“Numerous factors have been influential in the determination of our convic- 
tions, but we shall summarize only four of them. 

“1. Conservation and wise use of the land water, timber, and wildlife resources 
are national problems, just as military defense is a national problem. Any frag- 
mentation of soil conservation programs along State lines is incompatible with 
the proposition that soil and water are strategic national resources, and con- 
servation and wise use of which are matters of vital concern to all citizens, both 
urban and rural, wherever they may live in the United States. 

“2. The water element cannot be separated from the soil element in a success- 
ful conservation effort. Watershed protection work, which crosses political bound- 
aries of counties and States, obviously must be an integral part of the National 
Government’s soil and water conservation program. Because technical assistance 
is an essential element of both soil conservation and watershed protection work, 
the administration of the two programs cannot be effectively separated. 

“3. Segmenting the soil conservation program into individual State parcels 
could leave the Nation without an effective mechanism for controlling wind ero- 
sion in the dust-bowl area of the southern Great Plains. Wind and dust storms 
do not stop at State boundaries. 

“4. The Commission’s recommendation could set the stage for confusing admin- 
istrative patterns, with the National Government administering the program in 
some States and the States themselves in others—with some States taking over 
just one or the other of the two conservation programs and leaving conflicts within 
the State between the Federal and State administrations. 

“The conservation payments program is being related more and more to the 
problem of wiser use of diverted acres not needed for food and fiber production 
under our production adjustment programs, which the Commission wisely rec- 
ognizes must remain under Federal direction. Turning the ACP over to the 
States, however, would make it all the more difficult to use conservation incen- 
tives as a means of encouraging proper production adjustments needed on a 
national scale.” 

I am proud of that dissenting statement. Let me assure you that I shall con- 
tinue to oppose any effort to tamper with our national soil and water conserva- 
tion program. 

SMALL WATERSHEDS AND THE HOOVER COM MISSION 


Through the Hoover Reorganization Commission the administration made an- 
other attempt to cripple our soil and water conservation program. The big busi- 
nessmen of the Hoover Commission recommended that the small watersheds pro- 
gram be transferred from the Soil Conservation Service to the Army Engineers. 
The small watersheds program is an extension of our national soil and water con- 
servation program. It is an agricultural program. It can succeed only if it is 
coordinated by the local people, particularly soil conservation districts. Districts 
have a big role in this program—the major role, I should say. I have nothing 
against the Army engineers; they have a big job to do on our major watersheds 
and our harbors, but they have no good reason to go into small watersheds on 
lands operated by farmers and ranchers. 

If these proposals—the Kestnbaum Commission’s recommendations or the 
Hoover Commission’s recommendation—are submitted to Congress, they should 
be turned down. They will be turned down if you see to it that friends of con- 
servation stay on the job. 

THE JOB AHEAD 


Now keeping friends of conservation on the job in Congress is important, but 
we can’t put out all the anticonservation fires set by the present unsympathetic 
people in high places in the Department of Agriculture. I’d feel a lot safer 
about our national soil and water conservation program if it were put back 
in the hands of its friends. 
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Make no mistake about this: the top people now in the Department of Agri- 
culture have never given up the idea of weakening our national soil and water 
conservation program. It is one of their goals. They have tried to minimize 
the importance of this work; they have tried to reorganize the Soil Conserva- 
tion Service so that it would be ineffective; they have tried to reduce appropria- 
tions for assisting soil conservation districts, and appropriations for the agricul- 
tural conservation program ; they have failed to use any of the greatly increased 
research appropriations for soil and water conservation; they declined for 2 
years to appoint a soil and water conservation advisory committee; they have 
instigated harmful recommendations through the Kestnbaum and Hoover 
Commissions; they have consistently refused to recognize soil conservation dis- 
tricts and their national association as a representative group in agriculture. 


THE SOIL CONSERVATION PROGRAM MUST BE MAINTAINED 


What can be done at this time to put the soil and water conservation program 
back on the right track? Let’s be realistic. Unless you have people in the ad- 
ministration and in Congress who are truly interested in this program, you are 
going to find indifference at the Federal level. 

True soil and water conservation is the product of progress. It will thrive only 
under a dynamic program administered by dedicated people who view conserva- 
tion on a long-range basis. We must make certain that people friendly to this 
type of cooperation between the Federal Government and local people are sent to 
Congress and that equally enthusiastic public servants administer the program 
in the executive branch of the Government. 

In closing, let me again express appreciation for the fine work you are doing 
for Americans of this generation and of generations to come. Your work is an 
outstanding example of cooperation between local people and their government. 
As your Senator, I shall continue to do everything within my power to assure 
that the soil and water conservation program receives its fair share of assistance 
and the cooperation it deserves from the Federal Government. 

It is within our power to keep this program operating for the benefit of 
Americans yet unborn. Never let it be said that we failed in our public duty to 
preserve and strengthen it to the best of our ability. 

Mr. Jones. General Foote, of the Corps of Engineers. 

Before you begin, General, I would like to say that we are guests 
of the Portland State College today, and we want to say to the student 
body and to the faculty that we are glad to have you and hope you 
have an opportunity during the day to visit and observe the work of 
the committee. You will certainly be welcome here at any time that 
your classes are in recess. 

General Foote, we are glad to have you today, sir. If you would be 
kind enough to narrate to the committee the proposed projects and the 
projects now under construction and the major projects that have been 
completed in your division, we will appreciate it. 


STATEMENT OF BRIG. GEN. LOUIS H. FOOTE, DIVISION ENGINEER, 
NORTH PACIFIC DIVISION, CORPS OF ENGINEERS 


General Foorr. Thank you, Mr. Chairman. I appreciate the op- 
portunity to appear before this committee. I do not have a prepared 
statement, but I would like to outline the work of the Corps of Engi- 
neers for the North Pacific Division. I think it provides a back- 
ground for your consideration and the testimony that the committee 
is taking. 

The North Pacific Division of the Corps of Engineers comprises 
generally the States of Oregon, Washington, Idaho, western Montana, 
a section of western Wyoming, and the entire Territory of Alaska. 
The Columbia River, of course, is the major stream in the stateside 
element of this area. 
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The basin comprises a drainage area of some 259,000 square miles, 
of which 39,500 are in the Dominion of Canada. 

The average annual runoff of the Columbia River is approximately 
180 million acre-feet of water. The average flow at the mouth of the 
river is about 248,700 cubic feet per second. At The Dalles, which is 
considered the control point for flow of water from east of the Cas- 
cades, the flow varies from a minimum of approximately 40,000 cubic 
feet per second to a maximum, which occurred in the great flood of 
1894, of 1,240,000 second-feet. 

The majority of the runoff in the Columbia River Basin, and of 
course the majority of our flood flows, come from the melting of the 
snowpack in the higher mountains in the drainage area. Thus we 
have our high water season in May, June, and July, and our low water 
season in January, February, and March. These flow volumes, due 
to the fact that they do originate from snowpack, can be rather ac- 
curately predicted from snow surveys within the drainage area. Also 
the timing of the flow can be approximated very closely. It comes 
in the warm weather. 

This characteristic of the Columbia River Basin is unusual and it is 
an extremely valuable feature in water resource development in that 
reservoir storage can be operated on a forecast basis, which permits 
us to achieve true power multiple-purpose usage of reservoir storage. 

As you can appreciate, in many regions of the country the require- 
ments of flood control, irrigation, and power are incompatible. That 
is not the case in the Columbia River Basin. They are very com- 
patible and we can use the same storage capacity in any given sea- 
son for flood-control purposes and also use that storage capacity for 
power or irrigation purposes, or to maintain downstream flows for 
navigation. Thus we have in this basin a tremendous potential for 
power and for irrigation, as well as for navigation, flood control, and 
all of the other water uses. 

The Columbia River Basin has enjoyed very excellent planning for 
its water-resource development. The various agencies concerned, both 
Federal and State, have worked very closely together, and the 1948 
revision of the 308 report published in House Document 531 is con- 
sidered to be one of the finest examples of comprehensive planning 
ever published in this country, and we have some very excellent re- 
ports, as you know, sir. 

Concerning our navigation projects, they fall roughly into three 
categories in this division. Again I am speaking only of the Colum- 
bia River Basin. We have the deep-draft project from the sea to 
Portland, with an authorized depth presently of 48 feet on the Colum- 
bia River bar, which has been recently increased from 40 feet. Al- 
though the recently authorized work has not yet been done, it is being 
started this year. A channel up the Columbia River of 35 feet to 
Portland. That project in 1953 handled some 18 million tons of com- 
merce. Approximately 4 million tons of that was log rafts and timber 
products. aon 

The second major element of navigation—— 

Mr. Jones. Of that 18 million tons from the ocean up to Portland, 
what percent of the total will be logs? vs 
General Foorr. It will be 4 million out of the 18 million, sir. 

Mr. Jones. Eighteen million tons of traffic by barge or ship? 
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General Foorr. Yes, sir. The majority of it by ship in that region. 

Mr. Jones. And what is the distance ? 

General Foore. Roughly 100 miles. 

Mr. Jones. What is the estimated cost of operation and maintenance 
of the project that was authorized in 1953? What are the annual 
operation and maintenance costs? Do you recall that figure? 

General Foorr. No, sir; I do not, insofar as the 48-foot channel 
across the bar is concerned. Our operation and maintenance costs 
on the lower river project have been running in the neighborhood of 
$350,000 per year to maintain the 35-foot channel in the river and the 
40-foot channel on the bar. 

Mr. Jones. Do you have any estimates of the increase involved in 
the deepening of the channel ? 

General Foorr. I can provide those for the record, sir. I do not 
have them at hand. 

(See letter at end of testimony. Annual operation and maintenance 
costs for lower Columbia River are $1,710,000.) 

Mr. Jones. I wish you would, sir. 

General Foorr. Yes, sir. 

Mr. Jones. The amounts carried in the report. 

General Foorr. Right. 

The second major element of the navigation project on the Columbia 
River is the channel above Portland and Vancouver to the vicinity 
of Pasco, Wash., and on to Lewiston, Idaho, which is entirely au- 
thorized, although not yet constructed. 

Mr. Jones. Those authorizations occurred in what Flood Control 
Act ? 

General Foorr. They have occurred in several different acts, sir. 

Mr. Jones. 1944? 

General Foorr. There were some in 1944, and there were others in 
1950. I cannot offhand recite the authorizations for all of the projects. 

Mr. Jones. What is the cost of operation and maintenance of the 
navigation features of those works fr ‘om Portland up to Pasco? 

General Foore. Approximately $530,000 per year at the present 
time.’ 

Mr. Jonrs. Will the increased depths increase the operation and 
maintenance costs ? 

General Foorr. No, sir; because the increased depth will be achieved 
in that region by slack water process as a result of locks and dams. 
I would like to correct that figure I gave you a minute ago. That op- 
erating cost above Portland on the Columbia River is in excess of 
$2 million annually. 

Mr. Jones. $2 million annually ? 

General Foorr. Yes, sir. 

Mr. Jones. What does the work consist of principally? Snagging 
and bar removal ? 

General Foorr. Lock and dam operations are the big source of ex- 
pense. It is interesting that there is 1,300,000 





1 Average annual operation and maintenance costs charged, 1950 to 1954, based on 
present development. With completion of authorized project extension, upper Columbia 
River slackwater navigation to Lewiston, Idaho, the annual charges to navigation will 
total $2 million. 
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Mr. Jones. Are those locks and dams of an efficient character or 
recent construction? Is there any obsolescence in those locks and 
dams? 

General Foorr. There is, sir. Not in the locks and dams, but in the 
Celilo Canal and in the locks in that, which, of course, will be flooded 
out when the pool of The Dalles Dam is raised. It is an old canal 
that was completed in its present form in 1915. 

Mr. Jones. That is at The Dalles? 

General Foorr. Yes, sir. The project in 1953 on the upper river 
was approximately 1,300,000 tons.? It is growing steadily, but with 
progressive 

Mr. Jones. How much of that was log movement ? 

General Foorr. Roughly 50 percent. 

Mr. Jones. 50 percent ? 

General Foorr. Yes; about half of it. 

Mr. Jones. In other words, you have approximately 650,000 tons 
moving on the upper reaches from Portland east ? 

General Foorr. That is right. A great deal of them being cargo up 
there 

Mr. Jones. And the cost of operation of the navigation features on 
the Columbia River is approximately $2 million annually ¢ 

General Foorr. That is right. 

Mr. Jones. Now, General, if recommendation No. 8 of the Hoover 
Commission were carried out—that toll charges be placed on the op- 
erators on the inland waterway system—what would be the approxi- 
mate cost of the movement of traflic on the Columbia River ? 

General Foorr. It would be very severe, sir, in that upper reach, 
where operating costs are high. 

Mr. Jones. That is, from Portland up through Bonneville and 
Celilo, and up to Pasco? 

General Foorr. Yes, sir. That is a new waterway as contrasted with 
the waterway below Portland, which might be considered mature, 
where the traffic is substantially developed. By now it is developed 
above Portland. 

Mr. Jones. Does recommendation 8 exclude that type of operation ; 
that is, an operation in its infancy ? 

General Foorr. The recommendations of the Hoover Commission, 
sir, I believe are very broad. I do not recall any exclusion being con- 
templated. 

Mr. Jones. I will read to you recommendation No. 8: 








That Congress authorize a user charge on inland waterways except for smaller 
pleasure craft, sufficient to cover maintenance and operation, and authorize the 
Interstate Commerce Commission to fix such charges. 

If tolls were imposed on shippers or users of the Columbia River 
Basin based on the operation and maintenance costs of the project, 
do you estimate that there would be a continuous use of the Columbia 
River as a navigation project ? 

General Foorr. To the contrary, sir. I am inclined to the personal 
belief that if such a charge were assessed on the river above Portland 
in the face of existing circumstances 











2 Tonnage measured at Bonneville lock. Total tonnage on Upper Columbia River project 
is approximately 3 million tons, of which 1,060,000 tons, or 35 percent, is rafted logs. 
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Mr. Jones. That is the question I asked you. 

General Foorr. That it would be a terrific impact on that growing 
shipping industry, and I would be inclined to question whether they 
could survive in those circumstances. 

Mr. Jones. You may proceed. 

General Foorr. The third element of our navigation project on 
the Columbia River Basin is the Willamette River project from Port- 
land up the Willamette River to Corvallis. It 1s a shallow-draft 
project for barge navigation of variable depth, depending on the dis- 
tance upstream, but it does handle a very substantial tonnage, largely 
of logs. Some 4 million tons of logs and timber products annually are 
handled. 

The flood control project on the Columbia River—I would like to 
speak initially of the main stem as contrasted with the Willamette 
Valley Y project t—the Columbia River is not a frequently flooding 
stream, but there have been historically three very severe floods. The 
greatest one of record was in 1894, with a flow at The Dalles of 
1,240, 000 second-feet. The second one is 1876, at 1,020,000 second-feet. 
In 1948 we had a flood of 1,010,000 second-feet. 

The estimated damage from the 1948 flood was approximately $100 
million throughout the basin. The majority of that damage occurred 
on the lower Columbia River. It is estimated that at present if we had 
a recurrence of the 1894 flood, we would have suffered damages of 
approximately $350 million. 

The plan for development briefly contemplates regulation of flood 
flow of the Columbia River above The Dalles by storage reservoirs to 
a maximum of 800,000 second-feet at The Dalles, with a levee system 
in the lower river to-contain the maximum flow of 800,000 second-feet. 

This plan, as published in House Document 531, contemplates some 
27 million 

Mr. Jones. What is the date of the document ? 

General Foorr. 1950, sir. 

Mr. Jones. Yes, sir. 

General Foorr. This plan contemplates some 27 million acre-feet of 
flood control storage above The Dalles. 

Mr. Jones. What is the cost of the project? Do you recall ? 

General Foorr. No, sir; I do not, in total. I can supply it. 

(See letter at end of testimony. Total cost of main control plan 
projects recommended in H, D. 531 is $1,735,000,000. ) 

Mr. Jones. Do you remember that ratio of benefits to costs? 

General Foorr. On the overall project ? 

Mr. Jones. Yes, sir. 

General Foorr. No, sir. I will have to supply that for the record 
also. (See letter at end of testimony. Benefits-costs ratio of main con- 
trol plan projects is about 1.43 to 1.) At the present time we have 
some 7,070,000 acre-feet of required storage for control of the Colum- 
bia River floods, as contrasted with our requirement of 27 million, 
although I should qualify it and say that perhaps the total will vary, 
depending on the location of the river as to its effectiveness at The 
Dalles. So that we have a very serious deficiency at this time. 

Mr. Jones. In other words, you have approximately 25 percent of 
the needed storage capacity to reduce the floods to a minimum on the 

lower Columbia ? 
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General Foorr. Right. 

Mr. Jones. In addition to the protective works you have mentioned ? 

General Foorr. Right. 

Now a few generalities on the matter of power. Existing loads 
in the Pacific Northwest are peaking well in excess of 7 million kilo- 
watts. It is estimated by 1963-64 that the power demand will be some 
13,500,000 kilowatts. All of the generating resources of the Pacific 
Northwest are pooled and operated under the Northwest Power Pool, 


which was established during World War II to meet the terrific loads 
at that time. 


Mr. Jones. Are these figures firm power figures ? 

General Foorr. Yes, sir. 

Mr. Jones. What is the expectancy in 1962? 13 million? 

General Foorr. 1314 million. 

Mr. Jones. And the present capacity is what ? 

General Foorr. The present capacity is around 

Mr, Jones. We will not say capacity. I mean the total amount of 
firm power. 

General Foore. The total amount of firm power at this time in the 
entire system is right at 8 million. They can carry a load of that 
amount. 

Mr. Jones. Is all of this power generated at federally constructed 
projects ¢ 

General Foorr. No, sir. I am speaking of the entire system. The 
capacity of the Federal System is 3,383,000 kilowatts at this time. 

Mr. Jones. What are generating if the capacity is 3,383,000? What 
is your generation running? 8 percent? 

General Foorr. No, sir. We operate at about a 15 percent overload 
on peaks. So we are actually producing—lI believe there is a repre- 
sentative of the Bonneville Power Administration here who could 
give you the exact peak load on the Federal System. I do not know 
what it runs, but I know it runs an overload on our machines during 
peak loads. The projects under construction at the present time will 
add by January 1959 some 2,326,000 kilowatts to the Federal System. 

(See letter at end of testimony for figures on total peaking capacity.) 

Mr. Jones. That will give you approximately 6 million then. 

General Foorr. Yes, sir. So that there is a deficit in sight of some 
34% million kilowatts in 1964 if there is not between that time and the 
present some very substantial construction on the table. 

Mr. Jones. What is the potential of the Columbia River, that is, 
the mainstem ? 

General Foorr. The gross potential hydroelectric capacity in the 
basin is normally given at 30 million kilowatts, but there is a ques- 
tion there of the economy of development of certain of those projects 
as contrasted with electric energy from other sources, so that the 
practical accomplishment is something substantially less than 30 mil- 
lion kilowatts, and it varies very much with the viewpoint of those 
making the analysis. 

Mr. Jones. In other words, you have developed approximately 12 
percent to 13 percent of the total potential ? 

General Foorr. As far as the Federal System is concerned; yes 
sir. I might mention further for a moment the Northwest Power 
Pool, which of course comprises the Federal System and all of the 
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private generation in the area. They operate together and by so doing 
are able to carry a load perhaps 15 percent greater than those same 
resources would carry if they were operated independently by the var- 
ious owners and the Federal System. 

Mr. Jones. By the exchange of peaking power? 

General Foorr. Yes, sir. 

Mr. Jones. What percentage of the total amount of power is being 
generated in this area by thermal or steam plants? 

General Foorr. It is very small. I do not have the exact figure. 
Normally it is operated only when there is a critica] load condition, 
as compared with the hydroresources, because it is appreciably more 
expensive than hydropower. 

(See letter at end of testimony. In the west group area of the 
Northwest Power Pool which serves 85 percent of the regional load, 7 
percent of the power capacity is steam—427,000 kilowatts. ) 

Mr. Jones. Is that the reason why you are running on overload now ? 
Because you do not have sufficient thermal plants to firm up your 
hydropower ? 

General Foorr. Yes, sir. That could be considered one of the rea- 
sons. I believe that the Bonneville Power Administration people, sir, 
could give you much more accurate and detailed information on that 
phase of the operation. 

If you would like, I will outline briefly our major projects up the 
river, starting with Bonneville, which you visited on Saturday. 

Mr. Jones. Yes, sir. 

General Foorr. As you know, it is completely in operation. The 
next project up river at the head of the Bonneville pool is the Dalles 
Dam, now under construction, and some 40 percent complete. The first 
power on the line there will be flowing in 1957—late in 1957. 

The next planned and authorized project upstream above the Dalles 
is the John Day project, on which we now have construction planning 
funds. We will only start construction there whenever construction 
funds are available. 

Above the John Day project is the McNary project, which is well 
along toward completion. Ten of the authorized fourteen generators 
are in operation at this time. All that remains to be done there is the 
installation of the 4 remaining authorized generators. 

Mr. Jones. What size are they ¢ 

General Foorr. Those are 70,000 kilowatts each. 

Mr. Jones. 70,000? 

General Foorr. Yes, sir. 

Mr. Jonrs. How long will they take to install? Twelve to eighteen 
months? 

General Foore. It should take approximately 1 year for 4 genera- 
tors. We can normally get those in operation at intervals of about 
every 3 months—1 every 3 months. 

Mr. Jones. How long are those generators on order, General ? 

General Foorr. It takes approximately 2 years to obtain the equip- 
ment and place it in operation. Above McNary—the McNary pool is 
quite large, as you know, and forms a lake some 60 miles in length, 
which navigationwise serves Pasco and Kennewick and the mouth of 
the Snake and the mouth of the Walla Walla Rivers. 





A SAD EM oi 


2 IN RT lls RC 5 Se ER lis. 3 


4 AB es dil lta 


i 
A 
i 









ng 
me 


ng 


re. 
on, 
ore 


the 
ie 


w ? 
our 


ea- 
sir, 
hat 


the 


Che 
lles 
irst 


les 
ing 
tion 


well 
tors 
the 


teen 


era- 
bout 


uip- 
ol is 
eth, 
h of 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2395 


The next project is the Chief Joseph Dam on the Columbia River, 
which is some 40 miles downstream from Grand Coulee. We now 
have 3 generators operating at Chief Joseph and the remaining genera- 
tors will come in service approximately 1 every 3 months. 

Mr. Jones. What is their size? 

General Foor. 63,500. 

Going on up at C lark Fork our upstream project is the Albeni Falls 
project, approximately right on the Idaho-Washington State line on 
the Clark Fork, which is a storage project and controls the lake level 
of Pend Oreille Lake, a natural lake. There is a small generating 
installation there of some 42,000 kilowatts. 

On the Snake River the Ice Harbor project received construction 
funds this year, and construction is just getting underway there. We 
recently awarded contracts for access roads, “and so forth, and are 
getting it underway. As you will recall, it is the lower of the four 
lock and dam projects authorized to bring navigation to Lewiston. 

Mr. Jones. What is the cost of the project ? ¢ 

General Foorr. It will cost $135 million. 

Mr. Jones. What is the cost allocation to navigation ? 

General Foorr. I will have to supply that for the record. I cannot 
give you that offhand. We have one flood control project completed 
on the Brazier River, Lucky Peak Reservoir, which was completed 
and put in operation last spring. (See letter at end of testimony. 
$30,000,000 of the total $135,000,000 estimated cost of the Ice Harbor 
project is allocated to navigs ation. ) 

That accounts for our mainstem and upriver projects aside from 
the Willamette Basin projects, which constitute a separate one. We 
have the Detroit Dam and Reservoir and Big Cliff Dam, the reregulat- 
ing unit which goes with it, complete and in operation. We have the 
Lookout Point Dam 

Mr. Jones. Is there any cost allocation made to Detroit for the 
furnishing of water for navigation in the Portland area ? 

General Foore. Yes, sir. I believe I can give you those figures. 
No, sir; I do not have navigation broken down as such. It comes 
under the-—— 

Mr. Jones. Was there any part of the cost of that project allocated 
to navigation ? 

General Foorr. Yes,sir. (See letter at end of testimony. $141,000 
of the total construction cost of $63,000,000 is allocated to navigation. ) 

Mr. Jones. Was the amount of operation and maintenance that you 
gave from Portland down the river included in the $350,000 cost of 
operation and maintenance ? 

General Foorr. No, sir. These charges are to navigation on the 
Willamette River and not to Portland. 

Mr. Jones. Yes, sir. There is no benefit accruing to navigation in 
the Portland area ? 

General Foorr. Very, very slight. There is some downstream. 

Mr. Jones. The stream flow is sufficient so that there is no need to 
regulate the operation of Detroit to supply water at Portland? 

General Foorr. No, sir. Of course, there is some downstream ben- 
efit, but it is very slight. The Lookout Point Dam and Reservoir are 
in operation. Then there are Fern Ridge, Dorena and Cottage Grove 
Reservoirs that have been completed for some years. They are entirely 
flood control structures and there is no power in there at all. 
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The Williamette Valley project also calls for other reservoirs. We 
have construction funds this year for Cougar Dam and Hills Creek 
Dam. We are starting those projects. The project provides for—— 

Mr. Jones. Is Cougar south of Detroit ? 

General Foorr. Yes, sir. 

Mrs. Grirrirus. Do you have sufficient dams in prospect to meet 
this requirement of power by 1964? 

General Foorr. No, ma’am. Not from the Federal System as pres- 
ently planned. 

Mrs. Grirrirus. Is there from a private system, do you know, to 
your knowledge? Maybe you do not really know. 

General Foorr. I really do not know, Mrs. Griffiths. The poten- 
tial is here, and there has been a tremendous surge of activity in the 
obtaining of preliminary permits and licenses from the Federal Power 
Commission within the last few years. I believe it is the intention 
of power production people in the Northwest to meet their load 
growth requirements. I think they have every intention of doing 
that, and they have set their sights accordingly. 

Mrs. Grirritus. But if it takes so long to build and so long to 
acquire the equipment, that means they must start now. 

General Foorr. They must be starting now. Yes, ma’am. 

Mrs. Grirrirus. And it is possible it is not going to be met. Is 
that right? 

General Foorr. There is always that possibility. 

Mrs. Grirrirns. Thank you. 

General Foorr. It is very difficult to anticipate just what may 
happen. 

Mrs. Grirritus. Yes. 

General Foorr. The Willamette Basin projects are in summary 
about 40 perecent complete at this time. 

Mr. Jones. What is the cost of operation and maintenance for 
navigation on the Willamette ? 

General Foore. It is $548,000. 

Mr. Jones. And what is the traffic index ? 

General Foorr. Approximately 4 million tons in 1953. 

Mr. Jonrs. That means for the three streams now, from Portland on 
the Columbia down to the ocean $350,000 annual maintenance costs for 
navigation on the lower Columbia. 

General Foorr. Yes. 

Mr. Jones. $2 million on the upper reaches of the Columbia, that 
is, on the mainstem ? 

General Foorr. Yes. 

Mr. Jones. On the Willamette there is $548,000 for operation and 
maintenance cost of 4 million tons—and $350,000 for 18 million tons 
and $2 million is the cost on 1,300,000 tons. 

Now on the other projects, the projects to which you referred, 
General, that have not -been completed, and where construction has 
not been commenced, if tolls were imposed for operation and mainte- 
nance, would it be necessary for the Corps of Engineers to make a 
reevaluation for the economic justification of those projects ? 

General Foorr. I believe, sir, that prudent management would re- 
quire that. 

Mr. Jones. And the Congress would require it ? 
General Foorr. Yes, sir. 
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Mr. Jones. So that there are projects now pending and authorized 
by the Congress, not taking into account the cost for the users of 
navigation facilities, that would require the Congress to restudy them. 
and which may not be economically justified to construct ? 

General Foorr. Yes. 

Mr. Liescomr. Is the General through ? 

General Foorr. I have nothing further unless you have some 
questions. 

Mr. Lirscoms. I have a question. 

In Senator Morse’s presentation he talked about plan C or phase 
C of a plan that was suggested. What was that phase C/ 

General Foorr. Well, it is a level of development in the 1948 version 
of the 308 report. It contemplates, in addition to the projects that 
we have at the present time that I have already mentioned—it con- 
templates the construction of the John Day project and construction 
of the Priest Rapids project and construction of the Glacier View 
project on the headwaters of the Flathead River, or an equivalent. 
The Glacier View project was very vigorously opposed and was not 
recommended by the Chief of Engineers to the Congress. But the 
plan phase C calls for an equivalent in that area. 

Phase C also contemplated construction of Hells Canyon Dam. 
That is not all of the projects, but I will have to furnish them for 
the record. 

Mr. Lirscoms. Do you know what they meant when they said that 
the phase C dams would achieve installed capacity of about 11 million 
kilowatts ¢ 

General Foorr. That was the contemplated total electric generation 
in all of the projects that were included in that list, which are existing 
projects—those I mentioned and a few we do not have yet. 

Mr. Lipscoms. Then it says, “compared with 4.9 million in 1952.” 

General Foorr. I do not know what the 4.9 million in 1952 possibly 
refers to. 

(See letter at end of testimony. The figure is from the 1952 report 
of the Columbia Basin Inter-Agency Committee. It refers to in- 
stalled capacity of all kinds in the Pacific Northwest region.) 

Mr. Lipscoms. In other words, there is no way we can compare In 
this statement the 4.9 million in 1952 with what has been finished and 
is authorized and under construction now? We could not compare it 
with this 4.9 million figure in 1952? 

General Foorr. I believe the 4.9 million would closely approximate 
the’system load in 1952. 

Mr. Jones. Will the gentleman yield ? 

Mr. Lirescoms. Yes. 

Mr. Jones. The 4.9 million was the estimated amount of electricity 
that would be generated according to plan C, which was adopted in 
1949, if the schedule of construction were carried out. Is that not the 
meaning of the 4.9 million installed capacity? That is the way I 
read it. 

General Footer. I do not believe I can cast any light on that, Mr. 
Chairman. oe ; 

Mr. Liescoms. You cannot bring this figure of 4.9 million in 1952 
up to the present time under phase C ? 

General Foote. Not under phase C exactly. I believe that the 4.9 
million figure in 1952 is probably system load. That was very close 
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to that amount at that time. But phase C is merely a level of de- 
velopment in a plan and it carried no particular timing with it. 

Mr. Lirscoms. What significance does this have in your presenta- 
tion on phase C? What I am trying to look into is what you stated 
in regard to a power shortage in 1965, and I want to find out what 
our present load is, and what we are generating and producing at the 
present time, and how that ties in to your comprehensive river de- 
velopment, as you stated here. I mean, how far is the Northwest 
behind in its power ? 

General Foorr. We have power resources available, sir, at this time 
to meet current loads, and probably power in sight that is coming 
along and work definitely planned and underway, to take care of the 
load until about 1960. So that the requirements now is, speaking 
region wide, to initiate construction to meet the anticipated load growth 
beyond 1960. 

(See additional explanation in letter following testimony.) 

Mr. Lirscoms. That includes what you already have built and is in 
operation, and what is under construction at the present time? 

General Foorr. That is right. 

Mr. Liescoms. And what is authorized and appropriated for ? 

General Foorr. I would have to say appropriated for. Unless 
there is a definite indication that construction is going to go ahead 

Mr. Lirscoms. How many kilowatts is that ? 

General Foorr. That aggregates around 11 million. 

Mr. Lrescoms. Around 11 million ? 

General Foorr. Yes, sir. 

Mr. Lipscoms. Does that have any relationship, this 11 million, 
to this phase C plan outlined in 1949, as installed capacity of about 
11 million kilowatts that will be needed in 1965? 

General Foorr. I believe I used the figure of 1314 million in 1964 
or 1936—around that time. 

Mr. Lirescoms. So there has been an increase in the demand since 
phase C ? 

General Foorr. Yes, sir. Since the 1948 version of the report was 
prepared, the load growth is much greater than it was anticipated 
even at that time. 

Mr. Lirscoms. Do you know how much money in appropriations 
the Northwest needs to come up to the estimated demand of 1964, 
if it were all federally produced power ? 

General Foorr. I have a figure in mind. It is very nebulous, 
though. I am guilty, I am afraid, of repeating a newspaper figure 
of some 300 million per year. 

Mr. Lirscoms. 300 million per year ? 

General Foorr. Yes, sir. 

Mr. Lirescoms. For the next 10 years? 

General Foorr. Five or six years, at any rate. 

Mr. Lirscoms. General, in your comprehensive planning is it pos- 
sible that some of these installations can be built by private utilities 
or non-Federal groups and municipalities, and still make the compre- 
hensive plan work ? 

General Foorr. Yes, sir. I believe so. I think there is opportunity 
here in the Northwest for Federal development and private develop- 
ment, too. I believe we have the example at the present time in the 
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Northwest power pool of an integration of generating capacity that 
pretty much answers the question. 

Mr. Liescoms. And with complete hydroelectric development, both 
private and public, it is not necessary to go into any other kind of 
power—thermal or steam plants? There is plenty of water and re- 
sources here to do the job with hydroelectric power ¢ 

General Foorr. For the immediate future; yes, sir. I believe it is 
recognized now by power planning people that it would be wise at this 
time to start planning the integration of thermal power into the hydro 
system. That is one of the objectives that the Congress assigned to 
us in the committee resolution of last summer, authorizing a review of 
our 308 report for the Columbia River Basin. 

Mr. Lirscoms. That is, planning beyond 1964 ? 

General Foorr. Yes, sir. 

Mr. Liescoms. Thank you. 

Mrs. GrirrirHs. Could I ask one question ? 

Mr. Jones. Yes. 

Mrs. GrirrirHs. We saw the model for The Dalles Dam, I believe. 

General Foorr. Yes, Ma’am. 

Mrs. Grirrirus. Could you tell me, is it more expensive to build a 
dam with a powerplant at an angle than it would be to build it right 
over the dam? 

General Foorr. Are you referring, Mrs. Griffiths, to the odd Z 
type layout of The Dalles Dam ? 

Mrs. Grirrirus. Yes. 

General Foorr. In that case it was much less expensive to use that 
rather odd, unconventional layout than it would have been to use a 
more conventional layout. The requirements of powerplant size on 
these Columbia River dams are such that we sometimes have trouble 
finding room across the valley floor for our spillway and our power- 
plant and our navigation locks. 

Mrs. Grirrirus. It is going to give a good long look at the fish lad- 
ders, too ? 

General Foorr. Yes. 

Mr. Jones. Thank you very much, General. It is a pleasure to have 
you, sir. 

General Foorr. Thank you. I will provide the information I was 
not able to provide directly for the record. 

(The information furnished by General Foote is as follows :) 

DECEMBER 6, 1955. 
Mr. Robert E. JONES, 
Chairman, Subcommittee on Water Resources and Power, 
House Committee on Government Operations, 
Washington 25, D. C. 


DEAR Mr. Jones: During my testimony before your committee in Portland 
on December 5, 1955, I agreed to furnish you certain information for the record. 
I also agreed to supplement my answers to other questions, generally relating 
to power generation. I am pleased therefore to include herewith for the record 
those questions and specific answers for them which I hope will serve the needs 
of your committee. 

I would like also to take this opportunity to suggest for clarification of the 
record that footnote corrections be added to my testimony relative to two ques- 
tions which I answered in approximate terms. In my answer to the question 
as to average annual tonnage on the upper Columbia River navigation project, 
I gave a total tonnage of 1,300,000 tons and a figure for rafted logs. Please 
footnote this reply as follows: 
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“Tonnage measured at Bonneville lock. Total tonnage on upper Columbia 
River project is approximately 3 million tons of which 1,060,000 tons or 35 
percent is rafted logs.” 

In my answer to the request for the annual cost of operation and mainte- 
nance for Columbia River navigation, I gave certain figures which should be 
corrected as follows: 






Annual operation and maintenance costs: 


Lower Columbia River (below Vancouver) __._____________ $1, 710, 000 
Upper Columbia River (above Vancouver)________________ 530, 000 
Willamette River (above Portland)... ..___..__._..______.. 548, 000 


To the figure for the upper Columbia River should be added a footnote as 
follows: 

“Average annual operation and maintenance costs charged, 1950 to 1954, 
based on present development. With completion of authorized project extending 
upper Columbia River slackwater navigation to Lewiston, Idaho, the annual 
charges to navigation will total $2 million.” 

If I can be of any further assistance to your committee, please do not hesitate 
to call upon me. 

Sincerely yours, 
































L. H. Foore, 
Brigadier General, USA, 
Division Engineer. 


INFORMATION SupPLiep By Bric, Gen. L. H. Foote, DivisIon ENGINEER, NORTH 
PACIFIC Division Corps OF ENGINEERS 


Question: What is the increased cost to Columbia River navigation due to in- 
crease of the bar channel from 40 feet to 48 feet? 

Answer: The River and Harbor Act of 1954 modified the previously existing 
project for Columbia River at the mouth to provide for a navigation channel, 48 
feet deep and 14-mile wide, across the outer bar and through the mouth of the 
river by initial dredging and construction of spur jetty “B” on the north shore 
at an estimated additional cost to the United States of $8,555,000 for new work 
and $195,000 annually for maintenance. The benefits creditable to deepening 
the bar channel are the elimination of delays in crossing and damage due to 
groundings. Some benefits will also accrue to shipping by permitting deeper 
loadings with reduced hazard in crossing the bar. The benefit to cost ratio is 
1.16 to 1. 

Question: What is the total cost of the main control plan? 

Answer: The total cost of the main control plan projects recommended in 
H. Doc. 531 is $1,735,000,000. 

Question: What is the overall B/C ratio of the main control plan? 

Answer: The B/C ratio of the main control plan projects recommended in 
H. Doc. 531 is about 1.43 to 1. 

Question: What part of the Ice Harbor cost will be allocated to navigation? 

Answer : $30 million of the total $135 million estimated cost of the Ice Harbor 
project is allocated to navigation. 

Question : What part of the Detroit project cost will be allocated to navigation? 

Answer: Only $141,000 of the total construction cost of $63 million is allocated 
to navigation. 

Question: What is the total peaking capacity of the Federal system ? 

Answer: The total peaking capacity for the interconnected United States 
Columbia River power system as of June 30 1955, is 4,184,700 kilowatts and as of 
June 30, 1956, it is 4,976,600 kilowatts. 

Question: What percent of the regional power capacity is steam? 

Answer: In the West group area of the Northwest power pool which serves 
85 percent of the regional load, 7 percent of the power capacity is steam 
(427,000 kilowatts). . 

Question: What is the figure “4.9 million kilowatts in 1952” referred to by 
Senator Morse? , 

Answer: The origin of this figure is from the report of the Columbia Basin 
Interagency Committee entitled “Plan for Development of Natural Resources 
of the Pacific Northwest” dated 1952. The specific information contained in that 
report is based on compilations made in May 1952. The 4.9 million kilowatts in 
that report is labeled as the installed capacity of the Pacific Northwest region 
including plants of the Federal Government, private utilities and municipal and 
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other public systems. The report further states about 4.5 million kilowatts is 
hydroelectric, the remainder being in steam plants. It goes on to say that nearly 
2.5 million kilowatts of the hydropower capacity is in the Federal projects at 
Grand Coulee and Bonneville. 

Question: How far behind are we in generation to meet the powerload? Tie 
to percentage of completion of phase C plan. Give total generation, existing and 
authorized from phase C. 

Answer: The major phase C-—2 system projects of H. Doc. 531 provide for a 
total installed capacity of 12,073,000 kilowatts. Of this total, 9,867,000 kilowatts, 
or about 82 percent, are authorized. There is existing or under construction a 
total of 5,653,000 kilowatts, or 47 percent of the phase C-—2 system (Hungry 
Horse 300,000 kilowatts, Albeni Falls 43,000 kilowatts, Grand Coulee 1,944,000 
kilowatts, Chief Joseph 1,024,000 kilowatts, Ice Harbor 270,000 kilowatts, Mc- 
Nary 980,000 kilowatts, The Dalles 1,092,000 kilowatts). 

Question: What are the projects that form the main control plan? 

Answer: The projects listed in H. Doc. 531 as constituting the phase C-2 
power system in the main control plan are: Libby, Hungry Horse, Glacier View, 
Albeni Falls, Grand Coulee, Chief Joseph, Priest Rapids, Hells Canyon, Lower 
Snake, (Lower Granite, Little Goose, Lower Monumental, Ice Harbor), McNary, 
John Day, The Dalles, Bonneville. 


Mr. Jones. Thank you, sir. 

Mr. Chester K. Story of the Portland Chamber of Commerce handed 
me a statement to be submitted for the record. Without objection, 
the statement will be received and made a part of the record at this 
point. 

(The statement referred to is as follows:) 


STATEMENT OF PoRTLAND CHAMBER OF COMMERCE 


The Portland Chamber of Commerce, through its long history of promotion 
of the commercial, agricultural and industrial potentials of the Columbia River 
Basin, has always been in the forefront of any movement that would create jobs 
for people who live here or wish to live here and would lead to an economic uti- 
lization of the water resources of the Columbia River and its tributaries for pur- 
poses of power generation, irrigation, navigation, flood control and recreation. 

Our support of the early payout reclamation projects in the Northwest, coupled 
with our land-settlement program, was an important aid to the eventual suc- 
cess of these early reclamation developments. The promotion of the 35-foot 
minimum depth channel to the sea, the construction of Bonneville Dam before 
World War II, and our full-fledged support of multipurpose hydroelectric pro- 
jects such as McNary, The Dalles and the Willamette Valley dams attest to 
the success of our efforts to promote all economically feasible projects for the 
utilization of our water resources. 

With respect to the Hoover Commission recommendations on water resources 
and power, our organization has not had time to study fully all of these rec- 
ommendations as yet. A subcommittee of our industries committee has studied 
recommendations No. 1 through No. 3, and No. 9 through No. 15 dealing with 
power. Recommendations No. 4 through No. 8 dealing with navigation, recla- 
mation and flood control have not been fully studied by the Portland Chamber 
of Commerce as yet. Therefore our testimony here today will deal only with 
those recommendations which have been studied by the special subcommittee 
of the industries committee and approved by the Board. 

In general the Portland Chamber of Commerce endorses the nine-point na- 
tional waterpower policy as outlined in recommendation No. 1 of the Hoover 
Commission. We also approve the establishment of an overall Water Resources 
Board to be a branch of the Executive Office of the President. We also endorse 
the proposal to strengthen the review functions of the Bureau of the Budget 
by a professional staff which will enable it to fully perform the evaluation of 
the costs and benefits of the water-development projects presented to it for 
appropriation. 

With respect to recommendations No. 9 through No. 14, the chamber is in 
general agreement with these proposals, but would like to have more time to 
study them more fully. 

With respect to recommendations No. 12 and No. 13, the chamber is on record 
as favoring the establishment of a Columbia interstate compact commission to 
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give the region more grassroots control of the development of the water resources 
of the Pacific Northwest. It is felt that the chamber might favor the alterna- 
tive proposal of the Hoover Commission as outlined in chapter XXI of the Com- 
mission report as this method proposed would be more in line with our previous 
policy and would tie in with the proposed Columbia interstate compact com- 
mission. However, our organization would like to have the opportunity of study- 
ing all the implications of this alternative proposal more thoroughly. 

In closing, our organization particularly wishes to endorse the partnership 
method of constructing additional hydroelectric facilities in the Pacific North- 
west as proposed in recommendation No. 15. From the standpoint of immediate 
need, this one recommendation should be adopted by Congress at the earliest 
possible date. 

Your consideration of our opinions and future supplementary recommenda- 
tions is earnestly requested of your committee and the Congress as a whole. 

Mr. Jones. Mr. C. B. Stephenson, chairman of the Oregon Citizens 
Committee for the Hoover Report. 

We are glad to have you, Mr, Stephenson. 


STATEMENT OF C. B. STEPHENSON, CHAIRMAN, OREGON CITIZENS 
COMMITTEE FOR THE HOOVER REPORT 


Mr. SterHenson. May I say my appearance before this hearing 
seems indicated. On the other hand, may I also say that I do not 
qualify as an expert on this partic ular phase of the Hoover Commis- 
sion’s report. So if you feel a general statement such as I am pre- 
pared to make is not indicated or would tend not to bear directly on 
the particular matter in your hearing, I will be glad to step aside. 

Mr. Jones. Mr. Stephenson, we are like the lover who told his sweet- 
heart, “I will take you as you are.” 

Mr. Steruenson. I see, sir. 

Mr. Jones. You may proceed, Mr. Stephenson. 

Mr. SteruEenson. It would be difficult to imagine anyone at vari- 
ance with the purposes and objectives of the Hoover Commission. I 
accepted the chairmanship for Oregon of the Citizens Committee for 
the Hoover Report because I felt a responsibility as a citizen to make 
such contribution as I could toward improvement of our Government. 
It is a duty of every citizen to be informed, and if any efforts of mine 
will contribute to that end, I will be rewarded. 

The objective of the Commission which has the greatest impact on 
me is the one directed toward the improvement of efficienc y and the 
elimination of waste in the executive agencies. Surely no one could 
quarrel with that. The exact manner in which these purposes should 
be achieved can be left with those directly charged with the day-to- 
day responsibility either by reason of being elec ted representatives of 
the people or nonelected Government employees. 

I am not prepared to testify specifically on the recommendations of 
the Hoover Commission on water resources and power. I do not 
qualify as an expert in that field. 

There is bound to be a difference of opinion on various recommen- 
dations that have been submitted. The Commission itself did not 
accept all of the recommendations of the several task forces that were 
created to provide an orderly approach to the study. I sincerely hope 
that attention will be focused on the Commission’s recommendations 
and that the time and energy of this committee or other congressional 
committees will not be diverted to extraneous matter that does not 
bear on the final conclusions of the Commission itself. 
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The bipartisan Commission was created by unanimous vote of the 
Congress. The results that followed the recommendation of the first 
Hoover Commission are impressive. It is reported that every dollar 
put into the Hoover reports by the taxpayers and contributors com- 
bined has produced a return of $1,070 in Feder ‘al savings. With our 
huge national debt and heavy tax burden, it is impe1 rative that no 
opportunity for Government economy be overlooked. The Hoover 
Commission recommendations help point the way. May our children 
and grandchildren not have cause to say that this generation through 
inertia or lack of citizenship, failed in the important task of doing 
its share toward a sound economic future. It has been freely pre- 
dicted by enemies of our form of government that the United States 
would spend itself into destruction. That may sound farfetched. A 
program of “waste not, want not” will be one assurance that it does 
not happen. 

Mr. Jongs. Mrs. Griffiths? 

Mrs. Grirrirus. I would like to thank you for appearing here. 

Could I ask you the same question that I asked Senator Morse? 
How do you feel about a National Water Resources Board? That is 
one of the recommendations of this Commission. Do you feel it is a 
justifiable expense or not ? 

Mr. StePHENSON. In a preliminary answer to your question I would 
feel one would be indicated. I listened to the testimony of the Senator, 
who said he saw no gain to be had from putting bureaus on bureaus. 
Basically, that is a fundamental concept with which I agree. In the 

yarticular instance due to the magnitude of the task and multiplicity 
in the problems at hand, and that are inherent, I would say that a 
National Resources Planning Board would be’ all right. I would 
favor it. 

Mrs. Grirriru. I would like to say to you I think there is probably 
going to be a divided opinion. East of the Mississippi River we found 
the people who had no knowledge of the water problem thought it 
might be a good idea, and as we have come west we have found people 
who know a lot about this problem, and know how to get to the Govern- 
ment and how to solve their problems on water. We have gotten the 
answer many times, even as you said in part, that it does seem like a 
useless duplication. But I w vould say there must be some division of 
opinion in the country. 

Mr. Lirscoms. Mr. Stephenson, I noted you quoted Senator Morse 
in respect to putting bureaus and boards on bureaus and boards. 

In the Hoover Commission’s recommendations it recommends can- 
celing out and substituting a water resources board for the President’s 
present Committee on Water Resources and the Interagency Commit- 
tee on Water. If we follow the recommendations in this particular 
report we will do away with one committee and put another one in 
its place. So in this particular it would not create a situation of 
putting a board on a board. 

Mr. Stepuenson. I would think not, sir. 

Mr. Lirscoms. But in regard to recommendation 3, it indicates that 
the Bureau of the Budget should be increased in order to do more 
planning. He was probably right when he said that the Bureau of 
the Budget would be increased. 

Mr. Steruenson. I would think so. T look on a report such as this 
as a sort of preliminary blueprint for the management of a business. 
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Private industry and private business ask outsiders to come in not 
infrequently to take a look at how they are doing, and make sugges- 
tions and recommendations to them as to how their efficiency and econo- 
my might be improved. 

You have a situation here which is not unlike that. There may be 
some recommendations will be accepted and some will be rejected. I 
am hopeful that the report will not be damned for any particular 
reason, and the overall benefits that will come from adoption of many 
segments of it will not be overlooked or the issue obscured by heat 
that may be generated on partisan issues involved, so that we really 
come out of it with some benefit and gain. 

Mrs. Grirrirus. May I ask you how you feel about the user charges 
and maintenance charges on inland waterways? You heard Gen- 
eral Foote’s expression. 

Mr. Srepuenson. I agree with the General any substantial toll 
charge there would be pretty severe on the users of that water system. 

Mr. Jones. Mr. Stephenson, in the second paragraph of your pre- 
pared statement you say this: 


The objective of the Commission which has the greatest impact on me is the 
one directed toward the improvement of efficiency and the elimination of waste 
in the executive agencies. 

The objective of the Hoover Commission was, as you say, to reduce 
expenditures and to improve efficiency. 

Then, in answer to the questions propounded by Mr. Lipscomb, 
you find yourself in agreement that it increases the bureaus and 
agencies of Government which already exist. Do you believe that that 
would lend to the reduction of expenditures ? ; 

Mr. SterHenson. It would depend on the product and the effective 
use of such a bureau or commission. Sometimes you create commit- 
tees which appear to be expensive instrumentalities of one kind or 
another with which you hope at long last to achieve an economy by 
the effective use of their time and energy. 

Mr. Jones. I believe you agreed with Mr. Lipscomb that by in- 
creasing the personnel and staff of the Bureau of the Budget that 
that would also lend itself to a greater efficiency. 

Mr. Srernenson. If wise use were made of the manpower made 
available to the Bureau of the Budget. As you know, you do not 
count the budget by pages, but count it by weight. You are familiar 
with its size. 

Mr. Jones. In dollars that it saves. , 

Mr. Sreruenson. It all depends on the efficiency element, Mr. 
Chairman. bl 

Mr. Jonrs. Do you find in the Hoover Commission’s report any 
recommendation that would vacate or displace any present operation 
of any agency or bureau of the Government ? : ; 

Mr. SrerHenson. You are asking me a broad question, sir. I can- 
not answer that. I do not know. I would have to be more intimate 
with it than I am at this particular moment, but I should like to 
say this—— ; : ( . 

Mr. Jonzs. I am asking these questions in relationship to economy 
and efficiency. If none of the functions of the agencies are arrested 
and they are permitted to go on as they are at the present time and 
then we create new agencies and increase the staff and personnel of 
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existing agencies, how are we going to bring about greater economies 
in the Government ? 

Mr. SterHEenson. I am inclined to think that there is some lack of 
clarity on that point. If you add people to a given payroll, whether 
it is the United States Government or private business, if they tend to 
clutter and impede and add expense, then you gain nothing. If in 
the adding of people you produce what, for the sake of a better expres- 
sion might be called an efliciency expert who by reason of his knowledge 
and experience and fidelity to his labor will accomplish economies, then 
just by reason of creating a job or creating a committee you have not 
necessarily increased costs, but you have reduced costs. It depends 
exactly on those things that are implemented. 

Mr. Jones. I understood that the reduction of Federal activities and 
a reduction of personnel would per se reduce duplication, bureaucracy, 
and cost of government. 

Mr. Streruenson. If in the examination of that situation you find 
there are useless and time-wasting bureaus, or groups, or committees, 
or individuals, that would serve indeed to create economy. 

Mr. Jongs. Can you point out a single instance where the Hoover 
Commission in its Report on Water Resources and Power vacates any 
of the functions of the agencies or bureaus now dealing with the 
problem ? 

Mr. Srepuenson. Well, Mr. Lipscomb was speaking a minute ago 
about this Commission on Natural Resources and Water. 

Mr. Jones. The Water Resources Board ¢ 

Mr. StepHenson. Which would replace some existing agencies. | 
believe he made that statement. 

Mr. Jones. Governor Miller, the former Governor of Wyoming, 
who was a member of the task force and chairman of the task group on 
reclamation, in testifying before the committee at Denver, said in his 
opinion this recommendation No. 2 would only be an advisory board 
and it would have no authority either to accept or reject a project 
that would come from the agencies or bureaus submitting the project. 
If it would have no legal authority to give approval or disapproval of 
the project, do you think it would serve a very useful purpose ? 

Mr. StepHEenson. I generally hold a dim view of advisory boards. 

Mr. Jones. Pardon / 

Mr. Sreruenson. I hold a dim view of advisory boards where they 
have no experience and are not. to bear on a given point and make a 
contribution perhaps. Basically I do not feel an advisory board con- 
tributes much. 

Mr. Jones. So if recommendation No. 2 would be a simple advisory 
board then in your opinion you would not think it would be a wise 
recommendation ? 

Mr. Sreruenson. Not if that board were going to create another 
item of expense for the Government and in turn would be ineffective. 
I would not consider it so. 

Mr. Jones. But if it were given legal status to review projects and to 
see that there was economic justification for the project, then you would 
be for recommendation No. 2? 

Mr. Steruenson. I would think so. 

Mr. Jonres. Now recommendation No. 8 recommends the imposition 
of tolls on the users of inland waterways. Are you for that reconi- 
mendation ? 
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Mr. SrerHenson. Well, there again you get into a field where I 
have to accept or reject, in answering your question, the studies and 
conclusions of this particular task force. 

Mr. Jones. Let me say this: I predicate my question on the expected 
toll charges that would be placed upon the Columbia and the Willa- 
mette Rivers, which have been under discussion this morning. Would 

‘ou be in favor of tolls on the Columbia and Willamette Rivers, and 
G in favor of those tolls being commensurate with the total annual 
exp nditure for maintenance and operation on the project ? 

Mr. Steruenson. I donot believe that I would, sir. 

Mr. Jones. Are there any further questions? 

(No response. ) 

Mr. Jones. Thank you very much, Mr. Stephenson. It is good to 
have you today, sir. You areasplendid witness. 

Mr. John Goldmark, vice president of the Washington Association 
of Ruval Electric Cooperatives. 


STATEMENT OF JOHN GOLDMARK, SPOKESMAN OF THE WASHING- 
TON ASSOCIATION OF RURAL ELECTRIC COOPERATIVES 


Mr. Gorpmark. Mr. Chairman and members of the committee. 

Mr. Jones. Weare happy to have you, Mr. Goldmark. 

Mr. GotpMarK. I am John Goldmark. I would like to apologize 
to the commitee for not having a prepared statement. I have been 
ina travel status for some time. 

I would like aiso to express my appreciation to Congressman Lip- 
scomb for writing a letter to people who testified before the task force, 
so that I was able to be informed of this meeting. 

Mr. Jones. We are glad that you are here, and we are particularly 
glad that Congressman Lipscomb wrote you the letter so that we will 
have the benefit of your testimony today. 

Mr. GotpMarK. Thank you, sir. 

Mr. Jones. It shows you what a good Congressman he is. 

Mr. GotpMark. That is right. 

I would like to correct the record. I am not an officer of the Wash- 
ington Association of REA’s. I am their chosen spokesman for this 
occasion. I am the vice president of the Nespelem Valley Electric 
Cooperative. The association which I represent has more than 21,000 
consumers and assets of over 21 million. This is not a large amount 
of the distributing facilities in the region, but I think it has signifi- 
cance because we represent the margin that makes it possible to say 
that the State of Washington is way over 95 percent electrified and 
that the farmers of Washington almost entirely have electricity. We 
are that margin which gets the remote farmers and provides them the 
service. 

Furthermore, the average consumption of electricity by our mem- 
bers runs about 800 kilowatts per month, which is considerably higher 
than the average for the Northwest. That average, of ‘course, is con- 
siderably higher than the rest of the Nation. 

It seems to me that illustrates the need that our members have for 
electric energy. 

I am also representing the Okanogan County Ponoma Grange. Iam 
a wheat and cattle farmer with a ranch about 5 miles north of the 
Columbia River, approximately halfway between Chief Joseph and 
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Grand Coulee Dams. The things I am interested and the things I am 
talking to the committee about are not things purely in the abstract, 
but they are things that I can see. 

On my own ranch I have had electricity only since 1949, and I know 
what a difference that has made in all phases of our living. I can 
see now, not right on my own place, because I am located too high, but 
I can see down on the benches below me along the Columbia the 
changes that are being made to make the large areas of sagebrush 
become economic. 

The pool behind Chief Joseph Dam plus the low-cost energy which 
our cooperative can sell because of the power policy in the Northwest 
makes it possible to pump and to sprinkle on those benches, and they 
are changing from conus to green alfalfa, which is something 
real and concrete. 

I would like to comment very briefly on the impression which I had 
as a witness before the task force. Senator Morse has very thoroughly 
covered the background of the members of that task force, and their 
opinions, but I thought it might be of interest to the committee. 

Here in the Northwest, as in other areas, we have different shades 
of opinion about the development of our resources. We have people 
who stand on one side and people who stand on the other. Here locally 
we might feel that representatives of the chamber of commerce of a 
place like the city of Portland would stand considerably to the right 
of some of us in the REA’s and public utility districts. But the thing 
that amazed me was to see the chairman of the task force handling 
a witness from the Portland Chamber of Commerce in such a manner 
that he seemed to be almost browbeating him. It seemed to me that to 
illustrate that, in coming into the region the task force was not in the 
osition of an umpire but rather way over on one side, kind of like a 

leacher fan. I can assure the committee that the impression this 
produced when I returned to my home, and I had occasion on several 
meetings to describe the hearing I had attended here in Portland to 
the Grange members and the farmers in the region was that they were 
amazed and shocked, because this question of rural electrification and 
this question of low-cost power and what it means to us in the region 
is not a partisan question in my part of the country. It is something 
that the farmers believe in, and they have fought for it and believe in 
it to such an extent it is almost incredible to them that an administra- 
tion would appoint a task force with a point of view so alien to that 
which they held. 

Mr. Liescome. By “the administration,’ whom do you mean, sir? 

Mr. Gotpmark. I was referring, I suppose, Congressman, to the 
designation of former President Hoover and in turn his designation 
of the task force. 

Mr. Liescoms. You were not speaking of the executive branch of 
the Government ? 

Mr. Gotpmark. Yes, sir; I was. 

Mr. Tarscoms. The Congress created the Hoover Commission, 

Mr. GotpmMark. The second Hoover Commission ? 

Mr. Liescoms. That is right. The Congress created the second 
Hoover Commission. 

Mr. Gotpmark. Then, sir, I am in error and the present adminis- 
tration had nothing to do with the appointment of the task force. 
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_ Mr. Lipscoms. So you were referring in your objection to the task 
force and to its appointment by the Hoover Commission—the bipar- 
tisan commission. 

Mr. Gotpmark. That is correct. 

Mr. Jones. To keep the record straight, Congress passed Public Law 
108 in the 83d Congress, creating the Commission on Organization of 
the Executive Branch of the Government. It gave to the President 
of the United States the authority to appoint the personnel. So he 
appointed Mr. Hoover Chairman of the group. Mr. Hoover, by au- 
thority vested in him by the President, then proceeded to designate 
and name the members of the task force who carried out the study. 
So the Congress did not appoint Mr. Hoover Chairman of the Com- 
mission itself. 

Mr. Gotpmark. Thank you, sir. 

Mr. Liescoms. Mr. Chairman, this was the same Mr. Hoover that 
the previous administration appointed to the first Hoover Commis- 
sion. 

Mr. GotpMark. I appreciate that. My feeling was that Senator 
Morse drew a useful distinction there, that the first Hoover Commis- 
sion concerned itself primarily with procedure and the second Hoover 
Commission on the water, esources and power matters really got more 
into substance. 

Mr. Liescoms. Mr. Chairman, it is my opinion that that is the way 
the Congress wrote the law. 

Mr. Jones. There is no doubt about it. The Commission had more 
authority under Public Law 108 than they had in the authority granted 
them by the first resolution passed by the Congress. Certainly it 
has had more effect as of now by its influence on policy than the first 
Hoover Commission. 

Mr. GotpMark. And it has gotten directly into things that concern 
us crucially here in this area. If I might mention further it appeared 
to me that from the questions and the whole trend of the hearing, that 
what lay behind the recommendations of the task force as they eventu- 
ally appeared were in a sense principally two ideas. The first idea 
was that there was some unfairness and something improper if every 
agency concerned with the production and distribution of electric 
power did not stand on the same footing as to taxes, and did not pay 
the exact same taxes, and did not pay the exact same interest rate, and 
did not have all of the things added in against it. Just exactly, really, 
as though perhaps each were an individual farmer on his quarter sec- 
tion and, of course, they should each pay the same real estate taxes. 
That was the impression given. 

The second point which was emphasized considerably was that any 
Government help to a project was bad in itself, and that if you gave 
Government help in power you would therefore automatically be com- 
pelled to give Government assistance in the production of automobiles, 
or in the production of perfume, or in the production of all commodi- 
ties. Therefore, inevitably you would be led to total socialism and 
the abolition of freedom. 

I would not take the committee’s time any further with that argu- 
ment. It would be like saying if I took one step up the Washington 
Monument, I would be obliged to climb every step to the top and throw 
myself off. The argument assumes there is no judgment or discretion 
in government. 
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But the first argument, I think, is more important. I think the 
committee can understand that taxes, interest, and all the different 
charges, whether they are levied against private utilities or public 
utility districts, or Federal power projects, like the Bonneville Power 
Administration—and private utilities—whoever the tax is levied 
against and the interest charged, it is ultimately paid by the con- 
sumer of power. The question w hich should not be confusec by a false 
assumption that these are a bunch of farmers each on their quarter 
section, is where the Government representing all of the people feels 
that the public interest lies as to just what cost should be borne by 
those ultimate consumers of power. 

I submit to the committee that the experience of 1932 to 1952 in the 
Northwest was very drastically the success of the policy which was then 
in effect of low-cost Federal power and of a preference clause and 
assisting the public utility districts and the REA’s. 

After all, m this region power is a basic resource. There is nothing 
new in the history of our country, or any other country, in having Gov- 
ernment assistance in the development of a basic resource. We have 
had it in many things. We have had it in transportation, and building 
the railroads out in the West. I think that the development of power 
in the Northwest saw a great deal more net public gain than the devel- 
opment of the railroads or some of the other basic resources. 

We have had here a program which has shown a tremendous in- 
crease in the production of power. 

We note and we cannot forget the value of that power in World 
War II for the Hanford plant and the production of aluminum, and 
all that that has meant ever since to the region. Having the power 
available to us, we have been able to bring in industry and we have 
been able to balance out our economy so that we are no longer almost 
entirely colonial in our production, producing only raw materials, 
that is. We have been able through the Columbia River Basin pro- 
ject, which was tied to the power revenues, to carry on one of the 
greatest irrigation projects ever attempted. That project is pro- 
greene steadily and is nearing completion. 

Finally, through the REA’s we have been able to bring a decent 
living for our people on the farm. The whole program, mind you, 
has been br ought in at virtually no cost to the Government. We have 
here in the W rest—and as Senator Morse said, the situation is coming 
to be more true in the rest of the country, but it has been true west 
of the 100th meridian since the earliest settlements—the natural forces 
to be dealt with are so great that it is beyond the power of any indi- 
vidual, that is, any individual farmer or any other individual, to 
carry out a program to cope with it. Effort has always had to be 
group effort. 

Unfortunately, for too long a period in the early days that was a 
group effort of private enterprises. Private enterprises have their 
place, but it is natural that they are going to seek their own interest, 
and their own interest when it comes to exploitation of natural 
sources is not always the public interest. 

This record that we have had here in the Northwest, I submit to 
the committee, shows the progress that all groups—all groups in the 
economy out here—have been able to make by virtue of a Government 
policy which kind of acts as a catalytic agent to make it possible for 
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private groups and for cooperative groups and for these public agen- 
cies to develop our resources. They have set the standards and they 
have set the rules so that everything works out for the general interest, 
and not for some individual’s interest which may not be the general 
interest. 

Specifically, speaking for the people that I represent, this low- 
cost Federal power and the reclamation program and the REA pro- 
gram have meant first a decent living on the farm and far greater 
efliciency. As you know, we are becoming more and more mechanized, 
and what electricity can mean in a farmshop and in handling the 
problems of our machinery is just terriffic. Incidentally, it is the one 
cost of the farmer practically that is not going up and increasing the 
cost-price squeeze that is threatening him. 

Secondly, it has meant a better balance to agriculture in the region, 
because the irrigated areas and the dry farmland areas complement 
each other. They can use each other’s products and do not have to 
ship all of their production great distances, with consequent loss to 
freight rates. 

Finally, it has meant a better balanced economy in the Northwest. 
We are getting some industralization and changing our economy, 
as I said before. That also means more customers for the farmer 
close to home, where there are customers who can help him get along. 

Surely this is a proper function of Government and a program 
that we have had in the past which is successful and which should not 
be destroyed by the suggestions made in the task force report. 

I thank you, sir. 

Mr. Jones. Thank you very much, Mr. Goldmark. 


Mrs. Griffiths, do you have any questions ? 

Mrs. Grirrirus. I would like to ask specifically, did the REA mean 
that women no longer have to heat stoves to have hot irons with which 
toiron? They now have electric irons. 

Mr. GotpMark. It meant electric irons, and electric stoves, and elec- 
tric washers, and electric driers. It meant that the farmer could 
have the same standard of living as the pee in the towns. 


Mr. Lipscoms. Mr. Goldmark, wherea 
purchase its power? 

Mr. GotpMark. We buy it from the Bonneville Power Adminis- 
tration. 

Mr. Lirscoms. What is your rate to your customer ? 

Mr. GotpMark. Approximately—after they get over certain mini- 
mums it is % of a cent. 

Mr. Lirscoms. Is that the average? 

Mr. GotpMark. No. I could not give you the average offhand be- 
cause we start with a block. I think it is about 200 watts at a fairly 
high rate, and then we keep dropping. But anybody who uses electri- 
city on a farm, if they use a considerable amount, then anything extra 
they keep adding that ™ of a cent. 

Mr. Lirscoms. But that is your lowest ? 

Mr. GotpMark. That is our lowest rate. 

Mr. Lipscoms. What is your highest ? 

Mr. Gotpmark. I think it would be 2 cents. 

Mr. Liescoms. How does that compare with other non-Federal 
rates in the State of Oregon? 


outs does your cooperative 
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Mr. GotpMarK. Our rate averages a little bit higher than the Oka- 
nogan County Public Utility District, particularly, I think, on that in- 
itial block. I think our final rate of % of a cent is lower than theirs. 

On irrigation there are different standards and I am not informed 
enough to say. I think our rate is a little bit higher than theirs. 

Mr. Lirscomps. Is that pretty generally true with cooperative rates 
throughout the State of Oregon ? 

Mr. GotpMark. I am speaking of the State of Washington. 

Mr. Lirscoms. Or the State of Washington ? 

Mr. GotpMark. That is what I am familiar with. I think it just 
varies with the position of the cooperative. Our rates are somewhere 
in the middle. We are quite a bit lower than some cooperatives and 
higher than a few. In general we are probably higher on the first 
block of power than the public utility districts or some of the private 
utilities in the State. We cannot compete at all, of course, with mu- 
nicipalities like Seattle and Tacoma City and Light. 

Mr. Lirscoms. Why is that? 

Mr. GotpMark. They have such a large block of customers in one 
spot that they are serving, which isacity. I believe they have estab- 
lished their generation facilities, most of them, quite a while ago, on 
their low cost base. 

Mr. Lirscoms. Private power in Washington and maybe Oregon is 
rather cheap then, along with the Federal power? 

Mr. GotpMark. Compared to other regions, definitely so. 

Mrs. Grirrirus. Is the city you referred to a private power city ? 

Mr. GotpMark. No, Mrs. Griffiths. That was one of the first public 
power projects. The City Light, so-called, in Seattle and Tacoma. 

Mr. Lirscoms. Do you know what percent of power non-Federal 
agencies or groups such as your own get from Bonneville at the pres- 
ent time under the preference ? 

Mr. GotpMarK. I may have that information here, Congressman. 
I believe that our cooperatives use 3 percent of the Federal power. 

Mr. Liescoms. 3 percent ? 

Mr. GotpMark. Yes. 

Mr. Lipscoms. Do you know what percent all non-Federals get 
under the preference from Bonneville Power Administration ? 

Mr. GotpMark. No. I could not answer that question. 

Mr. Lirscoms. Thank you. 

Mr. Jones. Thank you very much, Mr. Goldmark. 

Mr. Gotpmark. I wish to thank the committee very much for hear- 
ing me. 

Mr. Jones. Thank you. We are glad to have had you and to get 
your very excellent statement. 

Mr. E. R, Fatland, President of the Oregon Business and Tax Re- 
search. 

Weare very glad to have you, Mr. Fatland. 


STATEMENT OF ERNEST FATLAND, CONDON, OREG., PRESIDENT, 
OREGON BUSINESS AND TAX RESEARCH 


Mr. Fartanp. Mr. Chairman and members of the committee. First 
I want to express my appreciation to the committee for affording the 


opportunity to the people of Oregon to be heard on this very impor- 
tant problem which everyone in Oregon is concerned about. 
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I have a prepared statement which will only take me a few minutes 
to read. 

Mr. Jones. Very well, Mr. Fatland. Would you proceed, please? 

Mr. Fatianp., My name is Ernest Fatland. My address is Condon, 
Oreg. I appear as president of Oregon Business and Tax Research, 
a nonprofit, nonpolitical organization dedicated to assisting in bridg- 
ing the gap between the citizen and his government. We have pub- 
lished and distributed a legislative bill digest during each legislature 
since 1939 and we also publish and distribute a monthly sabiaGon 
devoted to discussion of tax problems as it affects national, State and 
local government. 

I came to Oregon in 1904 and moved to Condon, in the wheat area 
of central Oregon, in 1919. I have been in the automobile supply 
business in Condon, a town of 1,000, the county seat of Gilliam County, 
and have lived there for the past 36 years. I am about the average 
property taxpayer of the county. I have served as city councilman, 
school board member, four sessions in the Oregon House of Repre- 
sentatives, representing four eastern Oregon counties, one term as 
Speaker of the House and two sessions in the Oregon Senate, one as 
chairman of the taxation committee. I have served for the past 5 
years as director of Oregon Business and Tax Research and was 
elected president last March. I serve without pay or compensation 
of any kind because I am interested in good government. 

Oregon Business and Tax Research undertook to sponsor in Ore- 
gon the first Hoover Commission, created during the Truman Admin- 
istration, because we believed in the stated purpose behind its creation, 
to promote economy, efficiency and service in the transaction of pub- 
lic business. Since these objectives were synonymous with our own, 
our wholehearted support was as natural as night following day. 
That there should be differences of opinions on various phases of 
governmental activities is just natural. Even among the membership 
of Oregon Business and Tax Research we at times encounter wide 
variance of opinion. You may hear testimony at this hearing from 
members of our organization, directly opposed to some of the recom- 
mendations in this Hoover Commission Report on Water Resources 
and Power. But there is underlying all of these differences of opin- 
ion unanimity of support for the purposes of intent back of the 
recommendations of the Hoover Commission. 

Of the four principal phases of this Water Resources Report on 
reclamation, transportation, irrigation and flood control, it seems 
that power overshadows the other three, both as to importance and 
differences of opinion among the people. I believe that power more 
vitally affects our future than any of the other phases of this report. 

I would not presume to burden you gentlemen and you, Mrs. 
Griffiths, who are more familiar than I with the enormous growth 
of Federal spending and Federal taxes within the last 10 years. 
Perhaps I can however give you a review very briefly of the tax pic- 
ture in Oregon, during the last 10 years. This is from a report com- 
piled by Oregon Business & Tax Research and issued to our member- 
ship last week. The total property tax collected by all counties in 
Oregon, for all purposes in 1945, was 44 million. This is just local 
property tax. The total tax collected by all counties for all purposes 
in 1955 was 145 million—an increase of 227.7 percent in 10 years. 
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Mr. Jones. Just one second. Are these all ad valorem or excise 
taxes? 

_Mr. Fartanp. No. These are all ad valorems and taxes levied in the 
cities, counties, and school districts. 

Mr. Jonzs. I see. 

Mr. Farianp. All school districts in Oregon levied in 1945 $15,- 
773,000, and in 1955 $90,212,000—an increase for schools alone of 
472 percent. This was partly due to 45 percent increase in enrollment, 
partly to higher standards of education and partly increased costs 
and inflation. In the meantime Federal income taxes have increased 
substantially. In addition—this is in addition to these increases— 
State income taxes were increased 45 percent by the last legislature. 

My contention by mentioning these figures is that the tax burden has 
become the greatest single annual expenditure of the American fam- 
ily—our Federa] debt the greatest threat and our taxes our greatest 
burden. If the recommendations of the Hoover Commission are 
not followed to a very great degree the tax burden will pass beyond 
being grave—it will become intolerable. 

Mr. Jones. Would you like to point out what you have in mind 
specifically ? 

Mr. Fatianb. The fact that we are paying the greater percent of 
our total income in taxes now, approximately a third, than we ever used 
to pay. Iexpect our taxes to increase. 

Mr. Jones. Are you saying that the Hoover Commission recom- 
mendations will mean that there will be less construction of Federal 
projects ? 

Mr. Fatianp. No. I am not saying that. I am often wondering, 
and I think I will touch on it a little bit later. 

Mr. Jones. All right. 

Mr. Fatianp. Due to increased population the greatest need of the 
Northwest as regards water resources is power. Private capital is 
ready, willing and able to build the power plants under Government 
specifications, with Government ownership, Government regulation, 
and without increasing taxes, but rather by contributing to the relief 
of the already over-burdened taxpayer very substantially. 

Yes, we need more power and we need full development of the 
Columbia River. It can be done by private capital, by free enterprise 
in the traditional American way and every safeguard for the welfare 
of our future generations can be protected under the laws of the United 
States as they are now written. 

If these laws are not adequate to protect the public interest in the 
development of full use of our great natural resources, it would seem 
more the duty of State governments and the Congress to correct the 
laws so they do supervise, control, regulate and protect. 

It is not necessary to further increase taxes or resort to deficit spend- 
ing in this tax-burdened Nation when private capital is ready, willing 
and able to do it. 

I am concerned more about the growth in big government than I 
am in the growth of big business. Either uncontrolled is undesirable. 
It is my humble opinion, however, that our Government can control 
and regulate business if it grows too large much easier than the people 
can control government if it gets too large. 

I believe in cooperatives and I believe in public power if their pur- 
pose and use is to create comparisons and yardsticks to measure the 
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efficiency of private enterprises in the same field of endeavor. It would 
seem by the completion of the Dalles Dam that the Government has 
already created sufficient installations to be used for comparative 
purposes. 

Now is the time to let private taxpaying enterprise create some of 
the yardsticks by which Government efficiency can be measured. 

Mr. Jones. Thank you very much. 

Now may I call your attention to paragraph 1 on page 3. You are 
talking about increased taxes and saying if the private utilities were 
to construct these projects then there would be no need for Federal 
investments in these types of projects. 

Mr. Fatianp. That is right. 

Mr. Jones. And therefore there would be a reduction to the tax- 
payer in the foreseeable future. 

Mr. Fartanp. That is right. 

Mr. Jones. That is the point you are endeavoring to make, as I 
understand it ? 

Mr. Fartanp. That is correct. 

Mr. Jones. Are you familiar with the rate-making policies of your 
Public Power Commission ? 7 

Mr. Fattanp. Public Utilities Commission. 

Mr. Jones. Public Utilities Commission. 

Mr. Farianp. To a certain extent I am. 

Mr. Jones. Do you know what factors are taken into consideration 
by your Commission in establishing a rate ? 

Mr. Farianp. I presume someone will answer those questions for 
you who is partiouthehy versed in them. We have people who will 
appear before you. I do not pose as an expert in that, sir. 

Mr. Jones. Do you not think it would be reasonable for the Com- 
mission in estabiishing a rate to take into account the amount of ad 
valorem taxes that the utility pays ? 

Mr. Fatianp. Oh, yes. I am quite sure it would. 

Mr. Jones. And that rate would reflect in the cost of the electricity 
to the consumer the amount of ad valorem taxes the utility pays. 

Mr. Fartanp. That is right. 

Mr. Jones. If there were an imposition of an excise tax by the Pub- 
lic Service Commission of the State of Oregon, would that be a mat- 
ter which would be passed on to the consumer in establishing the 
rate ? 

Mr. Fattanp. I would presume it would be; and right along that 
line, I think some of the recommendations that have been made here 
are that the public agencies should contribute to a certain extent in 
taxes, so that they do come on the same footing as private utilities. Is 
that not one of the recommendations in the report ? 

Mr. Jones. Yes,sir. I will come to that. 

Now the Federal income tax that the utility pays, is that a matter 
which is taken into consideration by the rate-making body in estab- 
lishing the rate for the private utilities ? 

Mr. Fatianp. I would presume so. You will have some people 
from the private utilities who will talk to you about that and tell you 
more about their rate-making structure than I could. 

Mr. Jones. Yes. Actually then if these taxes like the ad valorem 
tax and the excise tax and the franchise tax and the Federal income 
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ld | taxes were to be passed on to the consumer, then the utilities are in 
as | the category where they do not pay the taxes but the consumer pays 
ive j the taxes. 
Mr. Fartanp. I think the consumer pays them all anyway, the same 
of as he pays for all Federal projects and everything. 


Mr. Jones. But you would prefer that arrangement over the de- 
velopment of the cooperative, even though the cooperative would pay 


are { the ad valorem and excise taxes the same as the private utilities, and 
ere : the people enjoy the benefits rather than the company which operates 


ral ; in that area ? 
Mr. Farnianp. The point I object to more seriously than anything 
else at the present time, perhaps, is that we are not comparing—when 
ax- | weare comparing REA’s and private companies we are not comparing 
on the same basis and not arriving— 
3 Mr. Jones. You mean you are not comparing them on the same 
sI basis? 
Mr. Fatianp. No, I am not, and I do not think most of the pub- 
lic does. 
our ’ Mr. Jones. Of course, that is a horse of a different color. 
Mr. Fatianp. Yes, that is right. 
Mr. Jones. In the second paragraph on page 3 you have this to say: 
Yes ; we need more power and we need full development of the Columbia River. 
It can be done by private capital by free enterprise in the traditional American 


tion way and every safeguard for the welfare of our future generations can be pro- 
tected under the laws of the United States as they are now written. 
for @ How could you perfect the Hoover Commission’s recommendations, 
will © if we permit the laws as they are now written to stay in full force and 
effect ? 
‘om- @ Mr. Fatianp. Would you like to read the first sentence of the next 
fad | paragraph? 


If these laws are not adequate to protect the public interest in the development 

of full use of our great natural resources, it would seem more the duty of State 

icity ; governments and the Congress to correct the laws so they do supervise, regulate 
and protect. 


" | Mr. Jones. Yes. I intended to come to that. I wanted to get what 
Pub- || recommendations of the Hoover Commission report you think could 
mat- || be effectuated without changing the law. 
>the ff Mr. Fattanp. I am not fully versed with all the laws on the books 
. = at the present time. I have been informed by people who presume 
that | to know, and your people would be able to answer that question better 
here || than I, because you know whether or not you can control it, and if you 
ntin | Cannot control and cannot regulate it would seem to me that would be 
3 Is the best place to work. But I have always been told that Congress 
» could control these. 
Mr. Jones. You were deferring to us a great deal of legislative work 
atter || Without being specific on it. 
oa Let me take you to recommendation 9. Do you have it before you? 
Mr. Farianp. I just have the summary. I might tell the commit- 
eople 4 tee I did not know anything about this until last week and did not 
1 you get this until very late in the week. This report I made for you I dic- 
tated this morning, so I am not prepared to go into too much detail: 
Lewadan but what part of the report do you wish to refer to? 


come Mr. Jonrs. Recommendation 9. 
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Mr. Fatianp. I am sorry. This is the only part of the report I 
read—just this summary and digest and analysis. I did not read the 
entire report. 


Mr. Jones. Is that a publication ? 

Mr. Fatxanp. It is a digest and analysis of that report. 

Mr. Jones. Who publishes that ? 

Mr. Fattanp. Memorandum 17, Citizens Committee for the Hoover 
report. 

Mr. Jones. Do you know whether the Citizens Committee have pub- 
rece and disseminated the minority report by Congressman Holi- 
field 2 

Mr. Faruanp. I do not know. I am sorry, I just do not know. 

Mr. Jones. Is not their principal objective that the Federal Gov- 
ernment not invest in these water resource developments and they de- 
fer that to local agencies of Government ? 

Mr. Fartanb. Perhaps this would be a better way to express my 
opinion. I have no objection at all to the development that has been 
done. 

Mr. Jones. Yes, sir. 

Mr. Fattanp. I think it has been wonderful and I think it came in 
time to be of great service to the country. I think further develop- 
ment at this particular time can be done because the Government has 
shown the way and established the yardstick, and I believe private 
capital has seen now the growth that is going to develop in the North- 
west, and I believe there would be no question but what plenty of 
capital will be available to build it without any necessity to lean on 
the Federal Treasury and the taxpayers in any way. ‘They can be 
made taxpaying enterprises in our economy, and we can establish then 
a method of comparing the operation of privately owned dams on the 
Columbia River system with the federally owned dams. 

Mr. Jones. You are not saying by public development of these 
projects that the Northwest has not grown economically in strength 
and well-being? 

Mr. Fartanp. Of course, I say it has. It has grown enormously, 
and beyond anyone’s dream, I believe. 

Mr. Jones. And you attribute that to the public development ? 

Mr. Fatianp. Not entirely. 

Mr. Jones. I see. 

Mr. Fattanp. Not entirely. I think it contributed a great deal to 
it, but I think a great number of people in the East have determined 
that the growth of the country i the room for expansion and devel- 
opment partly because of power—greatly because of power and greatly 
because of timber resources and mining and other things we have—they 
have moved to the West and I think they will continue to until we 
become perhaps—— 

Mr. Jones. Provided, of course, you have sufficient energy. 

Mr. Fatianp. If we have the energy totake care ofit. Yes. 

Mr. Jones. But you think it is a matter that should be deferred until 
some private utility is ready, willing and able to discharge the full 
development of these projects in order to obtain the maximum results 
from the private development? 

Mr. Fatianp. The point I am particularly referring to, Congress- 
man, is that private capital and private industry, or a group or pool 
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of these people, are ready now to furnish the money for the John Day 
Dam. ‘They are ready now. 

Mr. Jones. And they will save the taxpayers’ investment ? 

Mr. Fatianp. I would hardly be so brash as to make a positive 
statement that it will save the taxpayers, but I think it would serve 
a very useful purpose in establishing a basis on which to compare 
the operation of the Federal dams that we already have. I think it 
oa tend to create or increase the efficiency of all of them. 

Mr. Jonrs. Does the development of future projects such as you 
heard discussed here this morning by the General, for navigation, meet 
with your approbation ? 

Mr. FatLanp. You mean, do I approve of the Federal Government’s 
spending more money 

Mr. Jongs. For navigation ? 

Mr. Fatianp. Well, perhaps I was a little bit amazed. You are 
going to get some testimony on that too, I happen to know, but I will 
tell you I was amazed—every day I find so many things I do not know, 
but until I read this part of the report I was amazed to find river 
transportation paid no part of the operation cost of the river. I did 
not know it. 

Mr. Jones. You did not know it? 

Mr. Farianp. I did not know it. I am sorry to make that admis- 
sion, but I assumed people had to pay for the use of almost anything 
they got. The Goverment owes 52 to 54 percent 

Mr. Jones. Did they owe much at the time George Washington was 
President of the United States ? 

Mr. Fatruanp. I beg your pardon. 

Mr. Jones. Do you think they owed that much debt at the time 
George Washington was President of the United States? 

Mr. Fatianp. I don’t understand your question. Who owed what? 

Mr. Jones. You are bringing up the question of the Federal debt 
and the taxable obligation of the people. 

Mr. Fatianp. I thought we were still talking about navigation on 
rivers. 

Mr. Jones. That is what I am talking about. 

Mr. Fartanp. The only answer I intend to make to you is that I 
did not know the barges that operated up the Columbia River paid 
no part of the operation of the locks. I did not know that. I as- 
sumed they paid a fee to go through those locks for the operation and 
maintenance of the river development, the same as ships paid a fee 
to go through the Panama Canal. 

Mr. Jones. Are you for that? 

Mr. Fattanp. The same as all transportation has to pay on the 
highways. 

Mr. Jones. Are you for that recommendation ? 

Mr. Fatianp. I told you it came to me as such a surprise that I 
have to study that. I do not want to make a comment because it may 
be enough people get enough benefit out of that that expenditure might 
be justified. 

Mr. Jones. Do you think the shipping companies could pay that 
cost ? 

Mr. Fatianp. Probably. Probably. I do not know. 

Mr. Jones. And that would further reduce Federal expenditures 
and increase the obligation for the people ? 
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Mr. Farianp. If the shipping companies paid the cost, I am sure 
like a lot of other things it would be passed on to the shipping public, 
the same as increased costs on all other things are passed on to the con- 
suming public. 

Mr. Jones. Would you have any objection to waiving these projects 
until such time as we explore the possibility of shipping companies 
paying that? 

Mr. Far.anp. I would want to study that and I think the Congress 
should before anything is done. 

Mr. Jones. Yes, sir. 

Mr. Farnanp. I was quite interested in a report that I have here of 
a statement that you made in your report 21 in 1952, where you said: 

The subcommittee believes that a skeptical approach should be taken in the 
acceptance of favorable economic analysis based entirely on theoretrical and 
mathematical computations; a more practical measure of the worthiness of an 
undertaking is the willingness of the immediate beneficiaries to participate in 
the work by the contribution of funds proportionate to the local benefits. 

Mr. Jones. Yes, sir. And did you read the preface to that as per- 
taining to a project in Georgia in which they were the immediate 
beneficiaries and were to be the only beneficiaries of that project? 

Mr. Fartanp. I did not read the entire report. No, sir. 

Mr. Jones. So that is taken out of context in the report? 

Mr. Fattanp. That is right. 

Mr. Jones. But you do not know what it specifically had reference 
to in the mit of the Jones subcommittee to Study Civil Works, 
which was made by me and my subcommittee in 1952? 

Mr. Fartanp. The only point I was getting at is it seemed to me 
like a very able and a very sensible statement. I was very pleased when 
I read that because it indicated that you were a man of very fair judg- 
ment. 

Mr. Jonrs. Thank you, sir. You are most complimentary. I will 
point out too that the Detroit Edison had a $14 million project ap- 
proved by the Congress and money appropr iated for them to ship coal 
to their thermal plants, and that too was referring to the fact that they 
were the only beneficiaries and it was not a responsibility of the Gov- 
ernment in the opinion of the committee to go into the economic 
feasibility. 

Mr. Fattanp. It would be rather difficult to set down any hard and 
fast rule for that. I think these measures would have to be approached 
and studied and analyzed, each one individually, to find out whether 
the public benefits were sufficient. 

Mr. Jones. I wanted to point out to you what gave rise to it. 

Mr. Farianp. I did not read this to you in a manner of criticism. 

Mr. Jones. I understand, but I wanted to have you understand 
clearly what you read there was taken out of context in the considera- 
tion of projects that I have described here at the present time. 

Mr. Lipscomb? 

Mr. Lirescoms. Yes, Mr. Fatland. 

General Foote testified earlier that it was going to take roughly $300 
million a year for the next 5 or 6 years to make a “comprehensive devel- 
opment of the Columbia River. Does it look to you as though there 
is plenty of room in the development of the river for both pr ivate and 
public installation ? 
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Mr. Fatianp. I should say so. In fact, I think the progress in the 
development of the river is too large for either the Federal Govern- 
ment or private enterprise to do alone. 

Mr. Lipscomp. So it takes both of them ? 

Mr. Fatianp. I think it does, and I think the working of our power 
pool here has demonstrated that private industry and the Federal 
Government can work together and work harmoniously, because there 
has been willingness on the part of everyone I know of, and there has 
been no complaint on the part of the public. The public will start pay- 
ing the power bills to private industry. They are paying their bills to 
the Portland General Electric Co. here and we are paying them to 
Pacific Power & Light in our country. Neither we nor anybody else 
knows where that power comes from. It is all dumped into a pool 
and we all get it. 

Mr. Liescoms. With $300 million a year needed in = area, and 
certainly there are appropriations needed in other area 

Mr. Fartanp. That is correct. 

Mr. Lipscoms. I know it is true in my State. So is it not possible 
that if we can do this comprehensive river development that the 
projects will get started sooner than they would if we wait for 435 
members of the House, for instance, to agree on a certain project? 

Mr. Fartanp. That is the whole purpose behind my presentation. 

I think we need more power now and faster than Congress can get 
around to appropriating the money. I think particularly in the 
development of the John Day Dam construction can be started on 
that as soon as the engineering information is available. I think it 
should be. I think there is still plenty of room on that river for all 
of the Federal development. As General Foote mentioned this morn- 
ing, there is a potential of 11 million or 13.5 million, and I was not 
sure which figure was correct, but we have not approached that yet, 
so we have plenty of room for both of them. 

The thing I am concerned about is, do we need the job done? 

Mr. Liescomn. You go along with the theory that if a locality or 
municipality, or private interests, have the capabilities and the ini- 
tiative and the resources to make the development, that the local areas 
should determine that and if they do not agree to do it, then the 
Federal Government should do it. 

Mr. Farianp. That is correct. You had an instance not long ago, 
with which most of you are familiar, where one of the PUD’s out 
at Colville, Wash., did not operate successfully and just sold out to 
a private company. That will happen. No one should ever pick that 
out as an example that public agencies are a failure. It does indi- 

cate, though, there are occasions when one or the other does not work; 

and ‘people have been ver y, very dissatisfied with private power com- 
panies in some instances too. But I think we should have them both. 
I think one should be used as a yardstick against the other. I think 
both could be a very great incentive to meeting the demand and to 
create efficiency in the other. But I do believe that the people are 
entitled to have a look at private development in at least one or two 
dams on the Columbia River. 

Mr. Lirscoms. That is all. 

Mrs. Grirrirus. I was very pleased to hear you comment on the 
fairness of Mr. Jones. Since you have been a legislator and know 
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the difficulty of making laws, I would like to ask you this question. 
Do you think it is a fair and reasonable thing for a committee to come 
into an area and ask the local citizens for opinions on a law ? 

Mr. Fartanp. Yes, I do. In fact, I think it is not only desirable, 
but I think it is something that should be encouraged and continued. 
This makes the people of the Northwest feel—this and the other com- 
mittees that have come before—regardless of how we feel or whether 
We agree or disagree with the findings of the committee and their 
reports, it makes us feel that we are a part of the Government and 
have an opportunity to be heard. Very few people get the chance to 
go back to Washington. They do not get the chance to talk, as we 
have done today, to people from other parts of the United States. We 
can talk to our own Congressmen and our own Senators, but the thing 
we like to do and are entitled to do I think occasionally is to listen 
to people like you and to have you listen to us. 

Mrs. Grirrirus. Because each of us is going to vote on these prob- 
lems, whether they affect us or not. 

Mr. Fatianp. That is correct. 

Mrs. GrirriTHs. So we particularly appreciate hearing your views 
on it. 

I want to tell you again I am glad to come here and learn what each 
of you thinks about these problems. 

Mr. Fatianp. Thank you. 

Mrs. Grirrirns. Because the problems are not the problems of my 
district. 

Mr. Fatianp. That is correct. 

Mr. Jones. Mr. Fatland, I have only one other question. 

Mr. Fatruanp. Yes, sir. 

Mr. Jones. You spoke of the willingness of the local utilities to 
engage in a partnership arrangement for the immediate construc- 
tion of the projects that would not be constructed due to the enormous 
expenditures that would be required by the Federal Government. Is 
that a correct assumption, or is it not ? 

Mr. Farianp. They are willing to do it. I am assuming that the 
private companies are willing to do it because they feel the immediate 
need for more power, and they feel the Federal Government will not 
give it to them quickly enough. 

Mr. Jones. That it will not come quickly enough ? 

Mr. Fatrianp. That is correct. 

Mr. Jones. Do you think that the power companies would proceed 
independently of the Corps of Engineers or the Department of the 
Interior to construct the navigation, the flood control, and the recla- 
mation aspects of the project ¢ 

Mr. Fatvanp. I doubt if they would. If they were to do it solely 
for the purpose of revenue. The point I made, I believe is I think 
a bill has been introduced by Representative Coon which intended 
that that dam be built with all of the particulars and specifications 
of the Corps of Engineers in it. 

Mr, Jones. You are talking about John Day ? 

Mr. Fartuanp. Yes, sir. That is right. I do not believe at all that 
the Congress or the Corps of Engineers, or anyone else, should permit 
anyone to obstruct anything on the Columbia River. T do not. 
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Mr. Jones. Therefore the willingness of the utilities to assume that 
cost to be borne by the total cost of the project would not accelerate 
or move up the day on which it would be constructed ? 

Mr. Fattanp. I do not believe I understand your question, Con- 
gressman. I think they are ready to do it right now, according to the 
plan. I believe they were. 

Mr. Jones. If they were and if they are ready right now to build 
these structures, it would not build them any faster than the Federal 
Government would make appropriations for the other aspects of the 
dam, would it ? 

Mr. Fattanp. Don’t you imagine—it would seem only natural to 
me if the Congress had before it a bill requiring the appropriation of 
$350 million for the entire dam and it had a choice between that 
and an appropriation of $75 million, we will say, to construct fish- 
ways 

Mr. Jones. Do not let us take the hypothesis too far. 

Mr. Fattanp. No. lam trying to say 

Mr. Jones. We are talking about projects up here which are in 
the $300 million and $400 million class, and not about $75 million of 
$85 million projects. We are talking about big money when you talk 
about a dam on the Columbia River. 

Mr. Fatrianp. I was speaking specifically of the John Day Dam. 
I would imagine Congress would be much quicker to appropriate the 
amount of money necessary for the locks and fishways if the construc- 
tion of the generating facilities were not part of the bill. In other 
words, I think they would appropriate the smaller amount more 
quickly than the entire amount. 

Mr. Jones. But you still have the fiscal problem of obtaining suffi- 
cient money to complete the project, whether it is John Day or 
any other dam on the Columbia River. 

Mr. Fatianp. That is correct. 

Mr. Jones. So before the utilities would proceed on a single project 
it would have to await the pleasure of Congress in making the appro- 
priation for the construction of the project ? 

Mr. Fatianp. Yes,sir. That is correct. 

Mr. Jones. Thank you, sir. Thank you again. I can understand 
why you were speaker of the house. 

The committee will be in recess until 2 o’clock. 

(Whereupon, at 12:50 p. m. the subcommittee recessed until 2 p. m. 
of the same day.) 








AFTERNOON SESSION 


Mr. Jones. The subcommittee will come to order. 


Mr. Forrest Scroggin, National Association of Soil Conservation 
Districts, 


We are very pleased to have you, Mr. Scroggin. You may proceed. 


STATEMENT OF FORREST SCROGGIN, AREA DIRECTOR, NATIONAL 
ASSOCIATION OF SOIL CONSERVATION DISTRICTS 


Mr. Scrocain. Mr. Chairman and members of the committee, I un- 
derstand you are taking testimony on recommendations of the Hoover 
Commission Report on Water Resources and Power. Recommenda- 
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tion No. 6 of that report recommends that the construction of head- 
water dams in the flood-control program of the Soil Conservation Serv- 
ice be transferred to the Corps of Engineers. As a director of the 
National Association of Soil Conservation Districts, I wish to testify 
in opposition to that recommendation. 

There are a number of reasons why this recommendation of the 
Ifoover Commission is not sound, Probably the most important one 
is that it would destroy the coordinated approach to the solution of 
land and water problems in small upstream watersheds as provided 
for in the Watershed Protection and Flood Prevention Act, Public 
Law 566, Construction of small dams by the Soil Conservation Serv- 
ice is an important part of this program, although it is not the whole 
program, or even its most important part. Yet under many conditions 
it is a necessary part, and one which if transferred to another agency 
would result in confusion and inefficiency, and a total lack of adequate 
coordination. 

This coordinated approach is essential to the solution of small up- 
stream watershed problems. Land and water cannot be dealt with 
independently on the farms and ranches and the public lands that make 
up watersheds in the West. Practices and measures carried out to im- 
prove the land also affect flood runoff. Improved cover on the water- 
shed lands results in greater insoak of water into the soil where it can 
percolate and later in the season help mountain streams flow. 

Small dams and other structures on the headwater streams are an 
important supplement to the land improvement program. Reservoirs 
may be constructed for flood control or irrigation storage, or both, 
de} ending on the needs. The water stored in upstream watersheds and 
wend for irrigation generally is used more than once as a portion is 
recovered in return flow for use farther down the stream. Thus up- 
stream storage in small watersheds benefits people throughout the 
watershed rather than only those on the lower end. 

The Commission seems to feel that engineers of the Soil Conserva- 
tion Service are not as well experienced in building dams as the Corps 
of Engineers. This may be true for large dams, but the upstream 
watershed protection and flood prevention program does not involve 
construction of large dams. The Soil Conservation Service has built 
20 times as many dams of less than 5 ,000 acre-feet of storage than has 
the Corps of Engineers. Five thousand acre-feet of stor age is the larg- 
est dam allowed under this program. The Soil Conservation Service 
has been building dams up to this size for 20 years. 

As far as I know, the Corps of Engineers has never work on land 
treatment. Their work has involved the construction of large dams 
and other flood-control structures to protect lands and property in 
downstream areas. As an example, in my own home valley the Corps 
of Engineers has proposed channel improvements to flush early spring 
runoff out of the valley without consideration of measures to protect 
the watershed lands themselves. 

I will digress and say that that cost is $5 million to dig a canel down 
through my home valley in eastern Oregon. 

The program of the Corps of Engineers is a downstream program, 
whereas the program of the Department of Agriculture working 
through soil-conservation districts is an upstream program. These 
programs now complement each other and they should be kept in that 


setting. 
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In the West many watersheds include national forests and public 
domain that are in a depleted condition. Improvement of these lands 
as a part of the watershed protection and flood prevention program is 
of vital importance. Their improvement will result in increased pro- 
duction of timber and grass and wildlife, in addition to providing a 
more dependable water supply for irrigation. Recreational values 
will be enhanced for the benefit of all the people. 

Many ranchers graze the public domain and national forests. Re- 
seeding of depleted areas of these ranges can improve this grazing 
resource. Further improvement can be made through better grazing 
management, development of more adequate livestock watering facili- 
ties, fencing and other practices to avoid controversies over grazing 
of the depleted areas. As the range improves it will hold back more 
water for release later in the season and reduce peak runoff. 

I do not want to imply that I think the Watershed Protection and 
Flood Prevention Act, Public Law 566, is now perfect. Changes in 
it are needed to make it more effective.and usable here in the West 
where irrigation is of vital importance to our economy. The act in 
its present form does not allow enough Federal cost sharing for irri- 
gation development. There may be justification also to allow consid- 
eration in cost sharing by the Federal Government of developments 
for fish and game improvement and for recreation which are truly 
public benefits. However, these shortcomings in the present law would 
not be corrected if the program was transferred to the Corps of Engi- 
neers. In all likelihood they would be less favorable than now. We 
need to build from where we now are for a stronger watershed pro- 
tection program for agriculture and for all the people in the water- 
sheds. We believe this can best be done by keeping the program in 
the Department of Agriculture, where it can be carried out through 
the local leadership of soil-conservation districts. 

Soil-conservation districts had a big part in the development and 
passage of the Watershed Protection and Flood Prevention Act. In 
reality it is an extension of the Department of Agriculture’s regular 
program of assistance to soil-conservation districts as carried through 
the Soil Conservation Service and the Forest Service. State and other 
Federal agencies and local groups are helping. Soil-conservation dis- 
tricts are taking local leadership in sponsoring the projects and in 
carrying them out, as a coordinated watershed program. It is most 
important that the program continue that way. 

Mr. Jones. Thank you, sir. 

Are there any questions ? 

Mr. Lirpscoms. No questions. 

Mr. Jones. Thank you very much, Mr. Scroggin. 

Mr. Charles French, please. 

Mrs. Humpnrey. Mr. Chairman, I just had word from Mr. French 
that he is caught in a snowbank in central Oregon and will be unable 
to be here. Mr. Clarence Phillips is here, and I wonder if he could 
take Mr. French’s time. 

Mr. Jones. Mr. who? 

Mrs. Humenurey. Clarence D. Phillips. 

Mr. Jongs. Mr. Clarence Phillips, attorney for the Portland Gen- 
eral Electric Co. 

Would you identify yourself for the purpose of the record, please / 
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Mrs. Humrnurey. Louise Humphrey, coordinator for the Citizens 
Committee for the Hoover Report. 
Mr. Jones. Very well, Mr. Phillips. We are very glad to have you. 


STATEMENT OF CLARENCE D. PHILLIPS, APPEARING ON BEHALF 
OF THE PORTLAND GENERAL ELECTRIC C0., PORTLAND, OREG. 


Mr. Puiturs. Mr. Chairman and members of the committee, I 
am Clarence D. Phillips. I will not consume enough time to read 
all of this, except a very brief statement on top of the joint statement 
which was filed. It is a copy of what Portland General Electric Co., 
the Pacific Power & Light Co., and the Washington Water Power 
Co. submitted to the Hoover Commission task force. 

Mr. Jones. Is it a matter of record 

Mr. Putures. It probably is in the task force records. 

Mr. Jones. If it has already been published in a public document 
there would be no need to insert it in our hearings, except by reference 
and to identify it. 

Mr. Prius. That is what I anticipated doing first, Mr. Chair- 
man. Then I noticed this morning that you had a question as to 
how much steam and how much hydro there is in this area, and I 
did note that in the appendix to this you have a full analysis of all 
the hydro and steam in the whole area, public, private and Federal and 
non-Federal, and even a little industrial, opr we call tea kettles. 
So that you have a full résumé of it, if you so desire. 

I might say in a preliminary w ay that Portland General Electric 
Co. is a very old utility. I think we are the oldest in the area. We 
serve in the lower Willamette Valley and I think, as I remember the 
history of the company, that their predecessors were the first to have 
long- Sintainos transmission in the United States, and possibly in the 
world. Iam sure of that statement as for the United States. 

Mr. Jones. Mr. Phillips, do not go back to New York and the 
Niagara Falls area and tell those people that. 

Mr. Putiires. This goes way back to the 1880's. 

Mr. Jones. If you do they will challenge you. 

Mr. Priisps. We serve a very integr ‘ated area. 

There were some statements this morning as to saturation as far 
as the rural areas are concerned. I think in our own service area, 
which has a great many rural areas, that we are saturated to some- 
thing over 99 percent. I think the ‘State of Oregon as a whole has 
something like 98 percent, including all of the rural areas. We do 
have some public service companies and REA’s in the State of Oregon, 
but not as many as the State of Washington. It is mostly distr ibution 
by private agencies here. 

With that preliminary statement, I will read my prepared state- 
ment then. 

My name is Clarence D. Phillips. I am secretary and general coun- 
sel for Portland General Electric Co., an electric utility operating 
in the lower Willamette Valley of Oregon. The company’s system 
covers an area of 2,600 square miles and serves about 231 000 cus- 
tomers. The company is the pioneer electric utility concern of Ore- 
gon with 65 years of public service behind it, and its ownership pres- 
ently rests with 18,000-odd stockholders. Two-thirds of these live in 
the three Pacific Coast States. | 
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Mr. Jones. Is that preferred or common stock ? 
= Pues. We have only one issue of stock, and that is common 
stock. 


Mr. Jones. What percentage of the total value of the stocks is owned 
by the 18,000 stockholders? 

Mr. Pumuirs. They own all of it. They are the only stockholders 
we have. 

Mr. Jones. I see. 

Mr. Puiturrs. If you wanted the principal stockholders, I think the 
largest stockholder we have, as I remember it, is not over 2 percent 
and it is slightly over 1 percent, as I remember it. So it is a very 
diversified company as far as stockholdings are concerned. 

As one of the important producers and distributors of electric power 
in the Pacific Northwest region, Portland General Electric was party 
with two other major power concerns—the Washington Water Power 
Co. and Pacific Power & Light Co.—to a joint statement of recom- 
mendations made to the Task Force on Water Resources and Power 
of the Commission on Organization of the Executive Branch of the 
Government at a hearing held in Portland, Oreg., June 28, 1954. The 
company also submitted an individual statement at the same hearing. 
By reference, it is desired to make those documents a part of this 
statement. 

In the interim since the recommendations just referred to were 
made, the attitude of the Portland General Electric has not changed 
in any major particular. For that reason, it is necessary for me to 
state several exceptions to the formal recommendations made by the 
Commission itself in its report to the Congress of June 1955. This 
does not imply any general disagreement with most of the Commis- 
sion’s recommendations, since the reverse is true. But the exceptions 
we do take are important ones. They are: 

Recommendation No. 2 (dealing with the creation of a Water Re- 
sources Board). While there is no objection to creation of such a board 
purely for the coordination of Federal Administration plans and pro- 
grams in the water resource field, and for purposes of advising the 
President and Congress, the delegation to such an agency of any for- 
mal powers to review and approve proposed non-Federal projects 
would merely add another bureau to the long gamut of governmental 
processing which presently must be run by such water resource proj- 
ects, particularly those with power features. 

We have insisted in our prior recommendations that the Federal 
Power Commission and its staff already constitutes a proper indepen- 
dent agency for determining whether or not non-Federal projects are 
sound and are adapted to comprehensive development of the particular 
drainage basin involved. 

Recommendation No. 11 (b) (suggesting that Federal transmis- 
sion lines not be built wherever transmission service can be provided 
by non-Federal utilities). Althoueh the company I represent does 
not strongly disagree in the sense of avoiding unnecessary duplication 
of facilities, it recognizes that there may be good operating reasons for 
linking federally owned generating projects with “backbone” trans- 
mission lines and for constructing such lines to feed major load cen- 
ters. We have so stated in prior recommendations to the task force. 
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Recommendations Nos. 12, 13, and 14 (suggesting incorporation of 
existing Federal power marketing agencies under the Government 
Corporation Control Act, the issuance of their own securities by 
such corporations and by TVA, and the manning of corporation 
boards by appointed Federal and State representatives). In the 
Paes recommendations to which reference has been made as having 

een laid before the Commission’s task force on water resources and 
power, it was argued that the real, pressing need of the Columbia 
Basin region was means for financing and constructing more than 
a billion and a quarter dollars worth of entirely new power facilities 
by the year 1964. 

Mere transfer of ownership of existing Federal facilities from a 
Federal agency to a Federal corporation does nothing to alleviate 
such a pressing need; it may, in fact, be a cause of at least temporary 
hindrance, uncertainty and confusion which can be ill afforded under 
the existing situation. 

Moreover, the Commission’s recommendations lack sufficient spec- 
ificity to insure that such corporate agencies would not be politically 
dominated and authoritarian in nature; that they would not be given 
privileges of tax exemption or other types of subsidy; and that they 
would not be granted powers of superior, eminent domain and other 
broad prerogatives inimical to existing non-Federal agencies which 
now produce and distribute electric power in the region and hope to 
continue doing so. 

Nor does the suggested alternative plan of regional power develop- 
ment, the regional operation of plants and systems, and the regional 
marketing of energy by means of an interstate compact (ch. X XT) 
offer insurance against such dangers. While this company endorses 
the principle of interstate compact for purposes of regional planning 
and coordination, and for the determination and allocation of rights 
among the several States to the beneficial use of water resources 
including the electric energy such resources can produce, we do not 
envision such a vehicle as a proper one for the construction and oper- 
ation of projects. Our reasons for this viewpoint are the same as 
those stated as being applicable to Federal corporations. 

The Pacific Northwest is a very large and extended region, and 
the economic interests involved in water resource development very 
diverse. Individual States and communities also have varied widely 
in their desire to establish political units for the control and operation 
of electric utility systems. In view of such diversity, it seems to 
Portland General Electric that the proper route to regional inte- 
gration is not via a super-agency which would submerge, displace 
or probably destroy existing agencies. Rather the route should be 
via voluntary coopertaion and mutual agreement among these exist- 
ing agencies—the way that is best exemplified by the Northwest 
Power Pool over a period of years on the system operation level, and 
more latterly by a number of joint ventures and other methods of 
local participation on the project development and construction level. 

Necessary regulation to assure that developments are on a com- 
prehensive scale, and operation on an integrated basis regionally 
already is, or can be, vested in the Federal Power Commission which. 
as an independent Federal agency with an expert staff of long ex- 
perience, is well qualified to advise the Congress and to settle admin- 
istratively the complex problems of water power development. 
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Mr. Jongs. Mrs. Griffiths? 

Mrs. Grirritus. No questions. 

Mr. Jones. Mr. Lipscomb ? 

Mr. Lirscoms. No questions. 

Mr. Jones. Mr. Phillips, do you have a copy of the recommenda- 
tions before you ? 

Mr. Puttities. I think I have, sir. 

Mr. Jones. Will you turn to page 36, commencing with recommen- 
dation 1? 

Mr. Puixies. Yes, sir. 

Mr. Jones. Now recommendation 1 (a) says: 

That water resources should be developed to assure their optimum use and 
their maximum contribution to the national economic growth, strength, and gen- 
eral welfare. 

Do you agree with that? 

Mr. Putiures. I think I would agree with that. Yes. 

Mr. Jones. Paragraph (b) says: 

That water resources development should be generaly undertaken by drainage 
areas—locally and regionally. 

You have touched on that in your prepared statement. 

Mr. Puttures. I have touched on that, and that means as far as we 
are concerned if they have any kind of an instrumentality under which 
the local people mn their own determination as to how it should be 
developed, I think they should be the one to pursue it, if that is possible. 

Mr. Jones. You would not have the Federal Government vacate its 
constitutional responsibility in seeing that a stream which commences 
in one State and runs through several more States was developed ? 
You would see that the Federal interest was protected ? 

Mr. Pues. That is right; and particularly where navigation 
was involved I think the Congress would have jurisdiction over that 
because you have to have control over the navigation under the 
Constitution. 

Mr. Jones. How do you reconcile this conclusion with the con- 
clusion you have reached in your prepared statement ? 

Mr. Puturs. I think it is consistent because we have suggested 
where it is possible for local interests to take care of it, they should. 
If not, the Federal Government at least would have to regulate it 
under the Federal Power Act. 

Mr. Jones. Then I am not to understand from your statement it is 
necessary to have several agencies and bureaus of the Government 
undertake a comprehensive scheme of stream development ? 

Mr. Puitures. I do not think so. Our own idea is it is already au- 
thorized under the Federal Power Act, you might say. 

Mr. Jones. Yes, sir. 

Mr. Pures. In which they report to Congress on stream develop- 
ment. 

Mr. Jones. On the economic feasibility of the project as far as 
power is concerned. 

Mr. Puiuies. On the economic feasibility and also have other broad 
powers under the act, such as looking after recreation, and fish and 
irrigation rights. 

Mr. Jones. But that is not an economic justification of the project. 
Recreation is not an economic justification in getting Congressional 
approval of a project. 
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Mr. Putires. Oh, no; but as I understand it, under the Federal 
Power Act, they are required to report to Congress and other Federal 
agencies wherever necessary, so that effective reclamation 

Mr. Jonrs. They determine the price of the electricity to be gen- 
erated at the project, and its relationship in cost to the total cost of 
the project, if there are any other factors other than the generation of 
hydroelectric power involved. Is that not correct? 

Mr. Puiuips. I am not sure I understood that. 

Mr. Jones. When a project is submitted by the Corps of Engineers 
and it is multiple-purpose in its nature, it has irrigation, flood control, 
and the generation of hydroelectric power involved in it. The Corps 
of Engineers submits an estimate of the cost of the energy, or alloca- 
tion of the cost to electricity. 

Mr. Putuures. That is right. 

Mr. Jones. Then the Federal Power Commission will comment as 
to the price of the electricity to be obtained once the project is con- 
structed in order to repay the Federal Government for the amount 
expended, and make it justifiable to the total cost of the project. 

fr. Puiuures. That is right. 

Mr. Jonrs. So before a project is even undertaken the Federal 
Power Commission under the Federal Power Act will make an analysis 
of the project to see that the investment made in power is economically 
justified. 

Mr. Pures. That is right. They make those studies, I under- 
stand, and the allocation. 

Mr. Jones. Now if it is to be done regionally there should be suffi- 
cient corporate authority, either in the agency or the Federal cor- 
poration created for the purpose of carrying out the objectives of 
the Act, should there not ? 

Mr. Puiwurps. I assume Congress could appoint any agency it 
wanted for that purpose. We are suggesting that the Federal Power 
Commission already has rather broad powers and they are required to 
coordinate with the Army engineers and the Reclamation Bureau, 
and so on. 

Mr. Jones. And they already do that. 

Mr. Putuurps. Yes,sir. They do that already. 

Mr. Jones. So if you care to undertake a regional development it 
would be necessary for any agency who undertook that regional devel- 
opment to have sufficient authority to do the work that they are charged 
with under the law. 

Mr. Puitures. That is right. We do not object to some regional 
entity as such, but we have always 

Mr. Jonrs. Do you object to TVA ? 

Mr. Puiirrs. We have always taken the position if they do have a 
regional entity, we would like to have it where the people in the area 
are the ones who determine the policy on it. 

Mr. Jonxs. That gets us down to an interesting situation. 

Mr. Puturrs. That is right. There are a lot of interesting varia- 
tions. 

Mr. Jones. Do you know of anyone in the Tennessee Valley Au- 
thority—do you know of any State, municipal, or local political sub- 
divisions that have charged the Tennessee Valley Authority with not 
giving them a voice in the affairs and management of the TVA? 
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Mr. Putturres. I have never visited the TVA area. I am sorry, 
Tam not very well qualified to speak on that. 

Mr. Jones.-So your apprehensions in the Pacific Northwest are not 
predicated on what you have found out about TVA ? 

Mr. PHILLIes. No. I think it is premised considerably on the fact 
that out in this area there has come about a very good ‘coordination 
in the production, generation, and distribution of power through this 
Northwest power pool. 

Mr. Jones. Yes, sir. 

Mr. Puituirs. So you might say 

Mr. Jones. Were not the apprehensions which you quoted in your 
prepared statement giving an example of TVA as a superagency ? 

Mr. Putturs. Yes. We would not care to see a superagency out 
here which is dominated by the Federal Government as such. I think 
it would be better for the local people to have a voice in the deter- 
mination or formation of it in such a way that they more or less 
could determine its policy. 

Mr. Jones. Could you give us an example of that agency, bureau, 
or corporation of the F ederal Government that now makes a practice 
of excluding the local people from participating in the affairs of the 
projec ts they ere 

Mr. Puimurrs. I think they all provide pretty much some advisory 
sources here and there, but if you wanted my personal and general 
observation when you find that the Federal Government sets up any 
instrumentality it does control that instrumentality, and it determines 
its policy, and it rightfully should, as long as it set it up and furnished 
all of the money. That is probably required. But I wonder if that 
is the wise thing to doa— 

Mr. Jones. Are you taking issue with the fact that the power 
granted to the Federal Gove srnment under the Constitution should not 
have been given by the various States in the first instance? Does 
that seem to be your objection, that is, to the Federal Government 
rightfully carrying out its responsibilities ? 

Mr. Prous. No. If they have a Federal responsibility it is prob- 
ably the only way they can carry it out. My general observation is, 
if it is a Federal agency it necessarily is dominated by the Federal 
Government, or by Congress, or by some bureau, as distinguished 
from local control over polici les. 

Mr. Jones. Once the Congress enacts laws by the authority vested 
in them by the Constitution, I do not see how they are going to escape 
passing laws that would be responsible to the American people and 
to the Federal interests. 

Mr. Putixres. I think you are correct, Mr. Chairman. If Congress 
does pass laws and if they have authority to pass laws, why, that is 
what they will do. 

Mr. Jones. You just want some local people there at the time they 
pass them. Is that it? 

Mr. Puitutrs. We are looking at the wisdom of the passage of such 
laws. That is it. 

Mr. Jonrs. I see. Let us go on to the other sections. I am going 
to rush through these rather hurriedly. The next is just what you had 
pointed out. Paragraph (d) says: 

That in participating in water resources and power development, the Federal 
Government without waiving its constitutional rights should take account of 
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the rights and laws of the separate States concerning appropriation, use, control, 
and development of waters within their boundaries. 
I think that is a rather interesting statement. 

Mr. Putiiies. I think that is correct, sir. 

Mr. Jones. Have you ever attempted to make a compilation of the 
various State laws, or a compilation of the Supreme Court decisions in 
the various States, and have you tried to reconcile them to the Federal 
statutes ¢ 

Mr. Puitirrs. They sometimes are a little difficult of reconciliation. 
I grant that. But for the most part they work out pretty well and I 
think they have that in the statutes already. If you look a section 27 
of the Federal Power Act you will find they have to respect the State 
laws with respect to irrigation, municipal uses, and things of that 
kind. They have several restrictions under that act and they have to 
look at those things. I think that is correct. 

Mr. Jonrs. Provided, of course, the Federal interest is not lost. 

Mr. Puiurps. That is right. You cannot lose sight of the consti- 
tutional prerogatives of the Federal Government. 

Mr. Jones. That is right. 

Mr. Puruirs. And that is paramount, I think. 

Mr. Jones. When you have a stream such as the Columbia River 
running through the States of Oregon and Washington, and those 
States have water laws which are incompatible one with the other, 
then do you think that the Federal Government should vacate its con- 
stitutional responsibility to such an extent that it cannot make those 
State laws reconcilable ? 

Mr. Puitutps. Insofar as this drainage area is concerned, I have not 
found very much incompatability among the State statutes. For the 
most part the Western States have developed in general pretty much 
the same pattern in the adjudication of water rights. 

Mr. Jones. Are you apprehensive that the Congress will not take 
into account State statutes as far as they are capable of doing it? 

Mr. Puituies. Well, they might not. If you wanted a little explana- 
tion of that 

Mr. Jones. Yes, sir. 

Mr. Puutres. I could give it to you. For instance, after the Federal 
Power Act was put in, then they had some litigation over it and all 
that sort of thing. They come along to that Appalachian Power case 
decision where it says that the Federal Government has all of the 
jurisdiction of the first little drop of water that falls in the hills and 
comes down, because if you did not have that you would never have 
enough water in the rivers for navigation. That was rather a broad 
prerogative and the Court ameliorated that to some extent since, and 
gave more recognition to local interests in the adjudication of their 
own water rights. 

Mr. Jones. Is that Supreme Court decision the source of your appre- 
hension about a Federal trespass on local sovereignty ¢ 

Mr. Puiurrs. No, sir. It is not the source of it at all. I have at- 
tempted to keep up with water and power matters, particularly water 
matters, for a number of years, and I have spent some time sudying 
that problem. 

Mr. Jones. Allright. Fine. 
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The next section says: 

That the Federal Government should provide advisory assistance to those 
local and State agencies that are undertaking water resources and power develop- 
ment projects. 

Do you know of any agency at the present time that is withholding 
hydrologic or technic val assistance to States 2 

Mr. Pumuies. I think some of the Federal Governments agencies 
are providing assistance to some of the local and State agencies, and 
vice Versa. They cooperate. You see it in a good many ways. The 
Reclamation Service is primarily interested in irrigation projects, and 
they coordinate with the State agencies, and Fish and Wildlife coordi- 
nates with the State agencies also. 

Mr. Jonrgs. The next section, section (g), says: 

That one Federal agency should be made responsible for collecting and review- 
ing the adequacy of hydrologic data. 

Mr. Puiuies. I think you skipped one. That is (g) that you just 
read. 

Mr. Jones. Yes; I believe I did. But I think we can both agree on 
that one; can’t we? 

Mr. Puituies. As far as I am concerned, one Federal agency I should 
think could do it, and I always thought the Federal Power Commission 
was doing it already. 

Mr. Jones. The collection of hydrologic data? Are you referring 
to paragraph (f) or (g) ? 

Mr. Pamues. With this possible exception. You do have the OCGS 
with two subdepartments there, one on ground water and one on surface 
water, which does collect data on water resources. 

Mr. Jones. Yes; you have the Corps of Engineers. 

Mr. Pumuurs. The Corps of Engineers, I am sure, keeps track of it 
to a considerable extent. 

Mr. Jones. And the Soil Conservation Service, and the agency that 
you referred to. You think that authority should be vested in one cen- 
tral agency ? 

Mr. Puixuirs. Well, they seem to get along pretty well the way it is, 
but maybe if one Federal agency were in there and they were given the 
full authority over that, you may have a little saving on it. 

Mr. Jonzs. So you w ‘ould recommend that provision or find no ob- 
jection to it? 

Mr. Puttties. I am not sure I would recommend it until I saw what 
kind of combination came out of it. 

Mr. Jones. The next one is (h), which reads: 

That all Federal agencies administering revenue-producing water resource and 
power projects should pay all cash revenues to the Treasury as miscellaneous 
receipts, and receive an annual appropriation for cash operating expenditures. 

Are you for that? 

Mr. Puuuirs. I think that is probably good government in any 
governmental unit, that your receipts go into the Treasury and come 
out by appropriation of whatever legislative body has control over 
them. 

Mr. Jones. Do you know whether or not there is an annual ap- 
propriation on agencies using those cash revenues for expenditures 
and operation and maintenance and additional projects where they 
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do not give an account to the Congress for it to make its annual ap- 
propriation ? 

Mr. Puitires. I am sure I have not examined those reports to de- 
termine whether or not they have ever reported to Congress or not. 
I just assumed that they did. 

Mr. Jones. But you would think it would be wise for all miscel- 
laneous receipts or revenues coming into the hands of the agencies to 
be turned over to the Treasury of the United States, and their dis- 
bursement should be made in the way of an annual appropriation ? 

Mr. Puiturrs. I think that is proper and it gives the legislative 
representatives of the people an opportunity to make their own ap- 
propriations and also to keep an eye on them, 

Mr. Jones. The next item reads: 

That regulation of rates for sale of electrical energy by all Federal agencies 
be vested in the Federal Power Commission. 

Mr. Putuies. I think that would probably be a good regulation. 

Mr. Jones. Did you recommend that to the task force when you 
appeared before it ? 

Mr. Puiuies. I do not think we said anything about that particular 
recommendation, as I remember it. But in any event, the regulation 
of rates, as far as the Bonneville Power Administration here is con- 
cerned, their rates have to be approved by the Federal Power Com- 
mission now. 

Mr. Jones. Yes, sir. 

Mr. Puuuies. I think that would be good government if the Gov- 
ernment owns it and operates it and they have to have so much in 
order to get their money back. Then I think that the Federal Govern- 
ment or some other suitable agency at least 

Mr. Jones. What about REA, which is financed principally by loans 
from the Government ? 

Mr. Puiturpes. The REA’s are not operated by the Government, as 
I understand it. They get loans from the Government and 

Mr. Jones. Has your company ever made a loan under the REA 
Act? 

Mr. Puitures. Did we what? 

Mr. Jones. Did your company ever make a loan from the Govern- 
ment under the REA Act? 

Mr. Puiurs. No, not that I know of. We never made an REA 
loan that I know of. Maybe we are eligible, but I do not think we 
ever attempted to make one. In any event, they are only under the 
Federal control, as I understand it. 

Mr. Jones. You have that legal authority, do you not? 

Mr. Putturrs. To the extent of the Federal Government being the 
mortgagee, so to speak. 

Mr. Jones. Do you think that would be proper as a condition of 
a loan to make it subject to the regulations of the Fedral Power Com- 
mission ? 

Mr. Puiuires. In my own personal thinking it would not be the 
Federal Power Commission, but it would be subject to jurisdiction 
on control of rates by whatever regulatory authority the States pro- 
vide for regulation of rates, because the Federal Government is a long 
ways away from all of the little farm communities. 

Mr. Jones. Would you make that a condition of the loan, that it be 
subject to the State regulatory body in fixing the rate? 
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Mr. Puiuires. I think that would be quite all right with me. AlI- 
though to that extent you are putting the Federal Government in the 
position of telling people in the local community how to live, so to 
speak. 

Mr. Jones. You would be against that, would you not ? 

Mr. Puiturrs. Well, I am kind of a grassroots man. 

Mr. Jones. Recommendation No. 5 is a summary of the recommen- 
dations in No. 1, except it is dealing with the revolving funds. That 
is recommendation 5 on Page 55. 

Mr. Puiuutrs. Well, I do not know too much about these revolving 
funds and how many there are, or what they are used for. I assume 
that a revolving fund in some instances at least might have been set 
up as a matter of convenience, or possibly efficiency. 

On the other hand, as I indicated before, my basic concept of good 
government 1s that moneys that come into the United States go into 
the Treasury and go out by appropriation of Congress. 

Mr. Jones. If it meant additional cost to the operation of the 
agency, would you still maintain your position ? 

Mr. Puituirs. Well, you would have to weigh the costs, I suppose, 
against the ideal of what you might call good government. In other 
words, you are not weighing dollars against dollars on a thing of that 
kind. 

Mr. Jones. Let us take an example. Suppose that the Tennessee 
Valley Authority was permitted by the Congress to contract for the 
purpose of building a 300,000 kilowatt thermal plant. The expendi- 
tures for that project during the first year were $50 million. It could 
take out of its cash receipts $40 million for the payment for the first 
year. Suppose that Congress adjourned immediately prior to the 
exhaustion of the funds to the point where it could not continue to 
keep up its construction and pay for the cost of the construction. Do 
you think then it would be proper for them to cease operations and 
lose those costs during the construction period on the project ? 

Mr. Pururs. I assume that that is a thermal plant that has been 
authorized by the Government, which you are speaking about? 

Mr. Jones. Yes. 

Mr. Puiturrs. And the money appropriated ? 

Mr. Jones. No. The appropriations could not come in time for 
them to make the investments in the capital improvement that would 
be required over a period of years. 

Mr. Puiiiurrs. I do not think if the Government owns a plant 
that it should own that plant at all unless it is going to appropriate 
the money to build it. 

Mr. Jonrs. Suppose in the second year of construction Congress 
decides it will withhold funds. 

Mr. Puiiurrs. If Congress in its wisdom wanted to slow down a 
project, I think they should have full control of it. 

Mr. Jones. So then Congress should institute the accounting neces- 
sary to take up the funds from the TVA, or any other agency, and 
take it into the Treasury, and then make disbursements of the same 
money back to the same agency, and carry on that bookkeeping opera- 
tion? Tn your opinion then that becomes a good businesslike arrange- 
ment that would be justified, that is, to have the Congress review 
that and take money out of one pocket and put it in another by a 
rather expensive mode of operation ? 
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Mr. Pures. In the sense of the business world it might not be 
the most efficient method, but in the aspect of government it would 
be the best government, because then the representatives of the people 
would have something to say about what goes into this, and what 
it is for. 

Mr. Jones. Then you are not of the philosophy that the Government 
should be using enterprise and good business practices that would 
be used in private business ? 

Mr. Puiutes. I do not think subordinate agencies should be given 
too much rein in what you call the legislative field. 

Mr. Jones. The Appropriations Committee in Congress is going to 
make a review and report to the Congress on the funds being received 
and the funds being dispersed by Federal agencies. That is going to 
be carried on in any event, is it not? 

Mr. Pures. If Congress appropriated the money, then that is 
all right. But if they have not yet appropriated the money and go 
ahead and use some other funds—— 

Mr. Jonrs. They have language in the appropriation act itself say- 
ing a certain amount of money is Federal expenditures and the rest 
is miscellaneous receipts in the hands of those who would be expend- 
ing it. The reports themselves are replete with information as to the 
moneys on hand, and held by the Government corporations. 

Mr. Puituires. Yes; but you are allowing a subordinate agency to 
go ahead on a legislative function. 

Mr. Jones. What do you mean by a subordinate agency, which 
differentiates it from any other agency ? 

Mr. Puiwurrs. I do not know what agency you are speaking of. 
Maybe I missed it if you expressed it. 

Mr. Jones. The TVA. 

Mr. Puiiies. A thermal plant inthe TVA. Is that what you mean ? 

Mr. Jones. Yes. 

Mr. Pruutes. I think if they wanted to complete plants there they 
should have complete appropriations from the Congress to build those 
plants, and if they are not granted the appropriations they should not 
build the plants. It is the same as a hydro plant here. They do not 
built plants unless an appropriation is made on a Federal project. 

Mr. Jones. You do not make appropriations for all of the work to 
be done when it is over a period of 2 or 3 years. 

Mr. Pures. No; but if they do not get the appropriation they do 
not do the building. 

Mr. Jones. They might get it initially, but it is not binding on the 
Congress. One Congress cannot bind the succeeding Congresses. 

Mr. Prius. I know, but they cannot build a project without the 
money. 

Mr. Jones. Yes; but suppose they anticipate revenues from other 
revenue-producing features which will come into their hands. Why 
would it be necessary to make further expenditures in the appropria- 
tion act when the money is on hand in the agency to carry on 1ts work 
in an orderly fashion, rather than have the delay and inconvenience of 
the agencies coming before Congress and standing in line when the 
money is already there and it will be duly authorized in the appropria- 
tion bill itself? 

Mr, Puiturs. As I say, Mr. Chairman, the money in the form of 
receipts comes from particular sources. It is supposed to be for par- 
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ticular things, I assume. Congress has to determine whether that 
money should be used for some particular purpose. 

Mr. Jones. Let me call your attention to recommendation 6. Recom- 
mendation 6 is that the headwater dams be turned over by the Soil 
Conservation Service to the Corps of Engineers, Do you have any 
objection to that ? 

Mr. Puiiures. I have no comment one way or another on that. I 
assume that the committee gave consideration to that in making that 
recommendation. 

Mr. Jones. Now recommendation No. 7 is— 

That all projects declared obsolete or unsound by the Chief of Engineers should 
be removed from congressional authorization. 

Mr. Putuirs. I think that is sound, The Chief of Engineers, or at 
least the Corps of Engineers, I assume, are the experts upon whom 
Congress depends for their advice as to the feasibility and engineering 
features of a project. If they are declared unsound by that agency, I 
think Congress would be wise in giving consideration to deauthorizing 
them. 

Mr. Jones. Recommendation No. 8 deals with the imposition of 
tolls on the users of waterways up to and including the amount of 
operation and maintenance of the project. 

Mr. Puicures. We are not engaged in the transportation business 
and do not know much about that one. 

Mr. Jones. You are not like a lot of other utilities that ship a large 
amount of coal by barge ? 

Mr. Puttiis. We do not use so much coal out here, sir. For what 
steam we have, we use oil. 

Mr. Jones. Where is that oil shipped from ? 

Mr. Pumps. I am sorry, but I never even pinpointed that down to 
any place. I assume a lot of it comes from California. They are right 
on our coast, It may come through the Panama Canal, for all I know. 

Mr. Jones. So you have no opinion as to that recommendation ? 

Mr. Puitiies. I do not think so, Mr. Chairman. 

Mr. Jones. Recommendation No. 9 says— 

That the Congress empower and direct the Federal Power Commission to fix 
the rates on Government power sales at such levels as will 


(a) Eliminate the inequities now imposed upon the great majority of the 
people; * * *, 





Would you kindly tell the committee how those inequities can be 
eliminated ? 

Mr. Pures. I didn’t know there were any inequities. The only 
one we had experience with here, of course, was the Bonneville Power 
Administration in this area, and those rates are submitted to and sub- 
ject to the approval of the Commission, and as far as I know they al- 
ways appeared to be equitable. They are classified rates vr 

Mr. Jones. Did you read page 109, which discusses these inequities ? 

Mr. Pures. Yes, sir. I read the whole thing. Particularly on 
power. But I did not know and still do not know just what they 
mean by inequities, unless they mean the preference clause. If they 
mean that, why, that is probably an inequity that might be corrected. 
Mr. Jones. You do think that is an inequity ? 

Mr. Puttutes. Yes. 
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Mr. Jones. Section (6) says: 


Amortize and pay interest on the Federal investment in power, plus an amount 
which will equal Federal tax exemption based upon the Federal taxes paid by 
the private utilities; * * *, 

Mr. Puttuies. I think that is probably a fair clause as far as the 
competitive field is concerned. You see, what actually happens in so 
many of these Federal projects, or what you call tax-exempt agencies, 
or things of that kind, is that they do not pay very much money into 
the local treasuries, and the local treasuries do need some money for 
their governmental functions, such as municipalities, States, and so on. 
I think that was a suggestion that they equalize those as well as the 
Federal tax load. 

Mr. Jones. Are you against those because it is a competitive factor 
with your company, or because of the Federal policy 

Mr. Prius. Of course, exemptions from taxation in any case are 
only by statute by the will of the legislative body. I recognize that. 
And if they are exempt, why, they are exempt. That is all there is to 
that. But the inequity may still exist there. 

Mr. Jones. Does your company have any tax amortization certi- 
ficates ? 

Mr. Puiuures. I think we have applied for two and I think we have 
one small one on what we call our station B at the falls at Oregon City, 
where we put in some extensive improvements down there to. increase 
the capabilities. We have one, I think, on a little project of a reservoir 
at Faraday at Broad Lake, and one at Timothy Meadows, which is a 
storage project under construction at the present time. 

Mr. Jones. Do you know what the total amount of the tax certifi- 
cates would come to? 

Mr. Puiturps. I do not recall and I do not have the figures available 
here on those. 

Mr. Jones. Would you be kind enough, if it is not too much trouble, 
to supply the committee with the figures on those ? 

Mr. Puiures. I will be glad to give you that. You want the figures 
on what now ? 

Mr. Jones. The tax amortization certificates that have already 
been issued and those that are pending at the present time having 
been made by your company. 

Mr. Puiwurrs. And you want the total amount of the project in 
each case, I assume. 

Mr. Jones. Yes. 

Mr. Pururres. The total cost of the project you want in each case? 

Mr. Jones. The total amount of the tax amortization certificate, 
and not the total amount of the project. 

(This information is furnished in the letter following this testi- 
mony. ) 

Mr. Prius. As I remember those, they gave you a certificate for 
a certain percentage of the cost, or something like that. So I had 
better give you the cost of the project and the percentage under the 
certificate which they have allowed. 

Mr. Jones. Right. 

Mr. Prius. They allow a certain percentage as a defense pro- 
gram, or something like that. 

Mr. Jones. Yes. That is part of the Defense Production Act itself. 

Mr. Putiurrs. Yes. 
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Mr. Jones. Do you know whether there are any transmission lines 
included in aides tax amortization certificates ? 

Mr. Puitures. I am quite sure there are no transmission lines in- 
volved in those 

Mr. Jones. Do you think the same criticism is to be directed to the 
private utilities as there is at the present time toward the cooperatives 
and municipalities which do not enjoy these tax certificates? 

Mr. Pui ae Well, I just assumed that the public bodies had the 
same right. I do not know. Of course, they would not be paying 
any Federal taxes, would they, so they would not have any need for 
a certificate. 

Mr. Jones. Does the Federal Power Commission take into consider- 
ation, for ratemaking purposes, the accelerated tax amortization that 
you enjoy from these certificates ? 

Mr. Putiuirs. For ratemaking purposes ? 

Mr. Jones. Yes. 

Mr. Puiuirs. The Federal Power Commission, as far as the Port- 
land General Electric is concerned, does not approve our rates, because 
we are subject to local control on rates. 

Mr. Jones. Does your State ratemaking body then take into con- 
sideration the tax amortization-in establishing a rate? 

Mr. Pututrs. They take it into consideration, but what they have 
done in Oregon, like in most States, is they have looked upon it as what 
it actually is, which is nothing but a tax deferral, and have made the 
usual orders. Some States vary a little bit in their orders and either 
require you to reserve it or deduct it from your surplus, so that over 
the period of the project itself you have the same taxes all the way 
through. All those things mean is you pay less taxes in the first 5 years, 
and pay more in the last 45 years. 

Mr. Jones. Of course, that is always a debatable question as to how 
much you pay in subsequent years, because it depends on how much 
equity you develop by the tax certificate itself. 

Mr. Puiturs. The taxes due 

Mr. Jones. And the rate of earnings that the company will make. 
If the earnings will be accelerated during the period of time in excess 
of the estimated amount of earnings, then the tax accrual would be 
reduced for the period of time over which the payments would start 
back to the Federal Government. 

Mr. Puitires. If you are under regulation by State agencies you 
never get out of line on your earnings anyhow, because you are not 
allowed to return any more than a reasonable return. 

Mr. Jones. But you are guaranteed a return. 

Mr. Puituirs. No, you are not, but you are allowed a return if you 
can make it. But if you get too much they take it away from you. 

Mr. Jones. You operate as a monopoly. That is, your corporate 
existence was obtained from the State. 

Mr. Puiturres. We are not entirely a monopoly. We have two power 
companies right in this area. 

Mr. Jones. Competing? 

Mr. Puiturps. Oh, yes. 

Mr. Jonrs. In the same area? 

Mr. Purtips. Surely. 

Mr. Jones. That is most unusual. 





































































































































































































2438 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


Mr. Pures. It is right here, sir. 
Mr. Jonrs. There are two private utilities competing? 

Mr. Pures. That is right. 

Mr. Jones. In other words, you put up a line and the other company 
puts a line across the street. Could you do that? 

Mr. Putiures. We do not do it that way. We do a little better 
job in the efficiency. In a good many places we own the poles and 
they have a wire down one side of the pole and we have one down the 
other side. 

Mr. Jones. But you have agreements with your competitors ? 

Mr. Puiuies. That is right. Under our utility statutes we are 
required to coordinate on the use of poles. 

Mr. Jones. And you obtain your corporate entity or rights and 
franchises from the State? 

Mr. Putuures. We are incorporated in Oregon, if that is what you 
mean, for Portland General Electric. 

Mr. Jones. You are subject to the State ratemaking commission, 
whatever the name of it is? 

Mr. Puiturres. The Public Utilities Commission. 

Mr. Jones. You are subject to those rates ? 

Mr. Puiuurrs. We are subject to regulation and control of the rates 
and most other practices. 

Mr. Jones. In the last 5 years have you paid an annual dividend to 
you stockholders ? 

Mr. Puiiurres. We have only one class of stock and we pay a divi- 
dend which in the last 5 years—I think it is 5 years now we have 
been able to pay adividend. Yes, I know it is. 

Mr. Jones. And you have made a profit in every year of the last 5 
years ? 

Mr. Puituips. We have made enough to pay a dividend to the extent 
that when we have to go into the capital market or equity securities, 
we can compete favorably. 

Mr. Jones. What is your equity situation? Is it 50 percent? 

Mr. Putuurrs. About 40. I think it is a shade less than 40. And 
our debt ratio is about 60 or 61—in that area. 

Mr. Jones. And you are paying in excess of 3 percent on your short- 
term debentures? 

Mr. Purures. They are all bonds with the exception of a few bank 
loans. I do not know what they would average out to. It would be 
somewhere close to 3 percent, or a fraction. 

Mr. Jones. Did you make a profit in every year from 1940 to 1950? 

Mr. Puruures. I think we made some profit, but this particular com- 
pany was in the process of reorganization at that time as a subsidiary 
of a company under reorganization in the Federal court during a 
portion of that time. In fact, during most of the forties. 

Mr. Jones. What was the reorganization? Was it under the Bank- 
ruptcy Act? 

Mr. Pumutres. Yes. It was under chapter X of the Bankruptcy Act 
and, of course, under the supervision, to some extent, of the Securities 
and Exchange Commission. 

Mr. Jones. Is your company a member of the National Association 
of Electric Companies ? 

Mr. Pumps. You mean the Edison Electric Institute ? 
Mr. Jones. The National Association of Electric Companies. 









ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2439 


Mr. Puuuirs. I think that is the name it used to be. The Edison 
Electric Institute. 

Mr. Jones. Do you contribute to that organization, that is, the Na- 
tional Association of Electric Companies? Let me ask you this: Is 
Mr. Purcell Smith your lobbyist representative ? 

Mr. Puruirs. Is that P. L. Smith’s organization ? 

Mr. Jones. Yes. 

Mr. Puuuirs. I think we do. I do not know whether to call it a 
— or not, but at least we get some material through their 
office. 

Mr. Jones. Do you contribute to their organization ? 

Mr. Purtutirs. I am not certain. 

Mr. Jones. Will you supply that information ? 

Mr. Putuuirs. I can look that up, but if we get some information 
from them I presume we have to pay something for it. 

Mr. Jones. I imagine so. He gets $65,000 a year and he is a pretty 
expensive fellow to have do something for you. , 

(Information supplied in letter following this testimony.) 

Mr. Puuuires. 1 know we get information from that organization. 

Mr. Jones. Do you contribute to the advertising that appears in the 
national periodicals about, “Do you want to raise your child to be a 
Socialist?” Or something like that? Do you contribute to that? 

Mr. Puttures. Not that I know of. I do not recall any such ad. 

Mr. Jones. Does your company contribute to the so-called Citizens 
Committee for the Hoover Report ? 

Mr. Purmutrs. I am sorry, but I do not even know that. 

Mr. Jones. I am going down there with you and get acquainted with 
your company, Mr. Phillips. 

Mr. Pures. If I had known you wanted that information I would 
probably have found out about it, but I do not know. 

Mr. Jones. Would you supply that information for the record too? 

Mr. Puruures. What was the name of that last one? 

Mr. Jones. The Citizens Committee for the Hoover Report. 

Mr. Putiurs. Is that a local name? 

Mr. Jones. It is either city, State, or national. 

Mr. Puriuirs. Either one. I will find out. I would assume we do 
contribute to that. 

Mr. Jones. Do you contribute to the Oregon Business and Tax Re- 
search Organization ? 

Mr. Puirxies. I think we are a member of that, and have been for 
a long time. 

Mr. Jones. Do you contribute to the electric companies’ advertis- 
ing program? I think that is the proper name. 

Mr. Pures. Is that a national program ? 

Mr. Jones. Yes, sir. Ora public information program operated by 
Bozell & Jacobs, Inc. ? 

Mr. Pumures. As far as I know, we did not, but maybe I can look 
that up for you and make sure. But I do not think we do. That is 
Bozell & Jacobs. 

Mr. onrs. The public information program operated by Bozell 
& Jacobs, Inc. . einer 

Is there any one of these recommendations in the Commission's 
report than the exceptions you have noted in your prepared statement 
that you are not in agreement with ? 
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Mr. Puuuirs. I think those are the only exceptions I know of. The 
rest of the report we thought was quite satisfactory. 
Mr. Jones. Thank you very much, Mr. Phillips. 
Mr. Putures. Thank you. 
Mr. Jones. Are there any further questions? 
Mr. Liescoms. No questions. 
Mr. Jones. Thank you very much, Mr. Phillips. 
(The requested information is as follows:) 


PORTLAND GENERAL ELeEctTrRIC Co., 


Portland, Oreg., December 9, 1955. 
HovUsE OF REPRESENTATIVES, 
Committee on Government Operations, 
Special Subcommittee on Water Resources and Power, 
Room 4840, New G. A. O. Building, Washington 25, D. O.: 

As a witness before your committee at its meeting at Portland, Oreg., on Mon- 
day, December 5, 1955, your chairman inquired as to the estimated amounts of 
projects for which Portland General Electric Co. had necessity certificates. Cer- 
tificates granted prior to December 5, 1955, and the amounts thereof are as fol- 
lows: 

Completed project estimated at $2,750,000 with certificate providing for 50 
percent accelerated amortization. This project was for increased capacity in 
the T. W. Sullivan plant on the Williamette River at West Linn, Oreg. 

Projects partially completed with a total estimated cost of $4,800,000 with 
certificates providing for a 65 percent accelerated amortization. These projects 
are known as Frog Lake forebay and Timothy Meadows Reservoir on the Clacka- 
mas River, Oreg. 

Projects not yet commenced having an estimated cost of $22,320,000 with cer- 
tificate providing for a 65 percent accelerated amortization. This project is known 
as the Pelton project on the Deschutes River, Oreg. 

In the above certificates no transmission facilities were included. 

Your committee also inquired as to whether or not Portland General Electric 
Co. was interested in or made payments to several organizations. We report 
as follows: 

1. The company for many years has been a member of the Oregon Business and 
Tax Research Association. 

2. The company is a member of the National Association of Electric Companies 
and in 1955 contributed $5,521.78 to that organization. 

3. The company did not participate in any way in the national advertising 
program of the electric companies’ advertising program. 

4. The company did not make any contribution to the Citizens Committee for 
the Hoover Report. 

5. The company is not a member of, nor has it contributed to, what is known 
as ‘public information program which we understand was operated by Bozell 
& Jacobs. 

We trust this will answer your inquiries and if there is any further informa- 
tion you desire, we would be pleased if you would let us know. 

Very truly yours, 
CLARENCE D. PHILLIPS. 


Mr. Jones. Mr. Jesse Bell of the CIO. 


STATEMENT OF JESSE A. BELL, PRESIDENT, OREGON STATE 
INDUSTRIAL UNION COUNCIL, CIO 


Mr. Betz. Mr. Chairman and members of the committee, my name 
is Jesse A. Bell, president of the Oregon State Industrial Union 
Council, CIO. 

I do not have a prepared statement, but I did wish to make to the 
committee a bit of a general statement on the general position of the 
CIO in this, the greatest problem facing the Northwest—the develop- 
ment of the Columbia River system, and all it entails. 
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The natural resources of this Nation belong to the people and they 
should be developed and/or conserved in the interests of all the « 
people. The CIO has supported the comprehensive development of 
the Columbia River system by the Federal Government. When I use 
the term “comprehensive,” I mean it in all it entails and in all phases. 
On our river systems we have to start upstream, at the headwaters, 
in watershed conservation and development. I do not mean we have 
to do this in the chronological order of development, but we do have 
to do it in the comprehensive development. We have to develop and 
conserve our watersheds, which means handling the cutoff of timber 
and reforestation of the cutoff areas, as well as the development of 
ranch lands on the mountain slopes where they occur, and control of 
grazing, and so forth. This results in soil conservation and eliminates 
soil erosion. Anyone who has seen our rivers during the flood season 
and seen them running red realizes that thousands of acres are flowing 
out to the sea, which not only fouls up the lower streams, but denudes 
the farms and brings great damage to various other resources, like our 
fish. 

The development of the headwaters of the streams also helps to 
prevent downstream floods, as we mentioned. Federal construction 
can be comprehensive and multipurpose. The Federal Government 
in the study made by the Corps of Engineers in the 308 report went 
over the Columbia River Valley. There are certain areas where they 
wish to put in and recommended high dams should be built, just as 
the high Hells Canyon Dam. This will give storage for irrigation 
and provide for impoundment of waters for downstream control and 
power production on the downstream dams. 

I am not going into greater detail on that because it has been a 
subject in other hearings. 

In the development of the Columbia we wish also to conserve our 
fishery resources. To us here it is a very great resource not only in 
our economy, but in recreation as well. The problem is a big one and 
it has not been solved. It will take the full activities and resources of 
the Federal Government along with the States to arrive at a solution 
on how to maintain our fish resources and still develop for our economy 
and industrial use the potential of power. 

CIO is interested in the growth of this region and it wants a better 
standard of living and jobs for our people. We want to get away from 
a single-industry economy, which this region has been to a great 
extent. Primarily the industry was lumber and of course farming 
and raising of food was the primary industry. Since the development 
of the Federal program on the Columbia we have the beginning of a 
diversification of industry. : 

We have seen the rise of the basic aluminum industry. It is only 
the beginning. We hope and we will see the beginning of a fabrication 
industry which will employ additional thousands. 

There are many other industries that are waiting to come into the 
area if and when cheap low-cost power is available. 

Hydroelectric power is our region’s greatest resource. The develop- 
ment that took place prior to the last war on the Columbia meant more 
than this Nation can ever measure in war production development 
and in the making possible of the AEC program in the Richland 
area. 
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There is one point that has been covered that I would like to men- 
tion. The Federal program is a self-liquidating program. In reality 
it does not cost the people of the Nation anything. We hear constantly 
about spending the taxpayers’ money all over the United States in 
the area of the Northwest, or wherever the development may be oc- 
curring. In 1952, ending in June, Bonneville Power Administration 
received from the sale of power, it is my understanding, about $52 
million. This money was paid into the United States Treasury, which 
means that every week $1 million was flowing into the United States 
Treasury. That is about $200,000 every working day. This money 
was paid into the Treasury. Yet because of the act of Congress mak- 
ing necessary the appropriation of the operating funds, the amount 
paid in is seldom heard of. We only hear of the amount appropriated 
for its operation. 

Bonneville Power Administration is way ahead on paying off of the 
investment plus interest. The people of the Northwest are paying 
back this investment plus interest, and still we have the low-cost power. 

The Federal Government represents all of the people of the United 
States. Our people have the right to develop the resources at the low- 
est cost. I go along a good deal with Abraham Lincoln, when he made 
this statement: 

The legitimate objective of Government is to do for the people that which 
they cannot do, or do so well in their own individual capacities. 

Through our Federal Government and State governments as well it 
is not an act of socialism to act through Government. It is acting 
through an agency set up by the people of their own choice, and through 


their own representatives, to qorelap that and do that which they can- 


not do individually, and which can be done to the general good of all. 

I notice that the opponents of Federal development on the Columbia 
do not oppose the Federal development on the Upper Colorado. It 
has been under consideration for quite some time. The reason is that 
in the Columbia system the returns from private development, or the 
partnership program, any way you wish to set it up, are so lucrative 
that they are desirable, whereas the returns on the Upper Colorado 
are not. Therefore it is perfectly all right for the Federal Govern- 
ment to develop the Upper Colorado, but it could not be done on the 
Columbia. 

The interests who oppose Federal development as unfair, or social- 
ism, creeping or otherwise, will also grab very quickly a subsidy by 
way of rapid amortization or fast tax writeoffs, which is at the least 
inconsistent, shall we say. 

While I mention development of low-cost power in the Northwest, 
it is true we have two phases of power in the Northwest. We have dis- 
tribution by the private power companies and we have distribution by 
the REA’s and public utility districts. It is my understanding from 
different conferences that I have had over the past years that the 
Bonneville Power Administration’s price to our private power com- 
panies is less than it is to the public bodies. This was done in part, it 
is my understanding, because it is possible that the power might at 
some time during low water be interrupted. Therefore, there was to 
be some assistance given in case steam plants had to be pulled back into 
operation. Back in 1951 we had an extreme shortage. At that time 
the companies asked and were granted by the public utilities commis- 
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sion of the State of Oregon a surcharge to cover that cost. In other 
words, members of the committee, while they had been given a prefer- 
ence as far as rates are concerned, my understanding is to cover such a 
contingency when the time came, we, the ratepayers, had to pay the 
billanyhow. Weofthe CIO. 

As you know, starting with today it is no longer merely the CIO, 
but the CIO-AFL. But the laboring people of this area are interested 
in jobs, as I said, and a standard of living, and increasing the welfare 
of our people, and its resultant effect on the Nation. Therefore we urge 
the most rapid implementation of the comprehensive Columbia River 
system development program possible under a Federal program. 

Mr. Jones. Thank you, Mr. Bell. 

Do you have any specific- recommendations on any of the items con- 
tained in the Hoover Commission report itself ? 

Mr. Bet. I do not at this time, Mr, Chairman, I was unable to 
get the report and have it ready when I understood I was to come up 
here. 

Mr. Jones. Mrs. Griffiths. 

Mrs. Grirrirus. No, I have no questions. 

Mr. Jones. Mr. Lipscomb ? 

Mr. Lipscoms. Mr. Bell, what is your position with the CIO, or 
how do we say it today ? 

Mr. Beri. On the State level it is still CIO. I am president of the 
State Industrial Union Council, my own organization, to clarify your 
thinking. I also work for the Amalgamated Clothing Workers of this 
area—for the joint board in this area. I also hold a position as 
president of the State council. 

Mr. Larscoms. That is the Oregon State CIO? 

Mr. Bett. That is right. 

Mr. Liescoms. Does your group or organization maintain individual 
representation in Washington ? 

Mr. Betz. I am not in Washington. You are speaking of the 
State level? Wedo not. 

Mr. Lipscoms. But you contribute to legislative representation 
through your national organization ? 

Mr. Betx. Through the international organization—most all inter- 
national unions have legislative representatives in Washington. Not 
all, but most do. 

Mr. Lirscoms. Do you contribute to any local organization to spon- 
sor your point of view in different projects or on different issues? 

Mr. Betx. On the matter of contribution it would be a little diffi- 
cult. I would say generally not. We ordinarily operate a program of 
our own. 

Mr. Liescoms. Have you contributed to the National Hells Canyon 
Association ? 

Mr. Betx. Through the State council we have. Yes. 

Mr. Liescoms. Do you think it is bad that people should contribute 
to organizations for things that they are interested in, where they 
want to get across their point of view ? 

Mr. Betz. No. I would not say that. 

Mr. Lirscoms. So if you have a belief or a point of view that you 
want to put across, you feel that the labor unions or the utility com- 
panies, or whoever it is, can enter into putting out information that 
they desire to get across to the people? 
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_Mr. Bet. I think that is fundamentally one of our American 
rights. I do not entirely agree always with the way it is done, I will 
say. I am not sure that it always is equitably—that the information 
is possibly inequitably distributed, but as far as the right is con- 
cerned, yes. The people have a right as citizens. 

Mr. Liescoms. Has electrical development in the State of Oregon 
been sufficient to benefit all of the people of this area ? 

Mr. Bev. I think that is quite—the electrical development that has 
occurred has benefited everybody, but the development has not been 
great enough to benefit all that could have been done had there been 
a greater supply of power. 

Mr. Lirescomn. But today they are looking toward a shortage of 
power in this area, although there is no shortage of power today. 

Mr. Bett. I would not say there is none now, but it is not acute. 
It is being cut down, although periodically there is a slowup when 
the water drops in the river. When the power drops there is many 
times a slowup. There are different industries on interruptible power 
that are cut off. 

Mr. Liescomp. Is your organization for a reduction in taxes? 

Mr. Bett. Would you clarify that just a little bit more? When 
you say reduction in taxes, everybody can beat the drum and say, “I 
do not want to pay taxes.” Do you mean Federal income taxes? 

Mr. Lirescoms. Federal] income taxes for one. Yes. 

Mr. Betz. We are supporting the move for a tax reduction on the 
low-income earners of this country. We feel they did not come under 
the last tax reduction. 

Mr. Liescoms. You heard previous testimony that the expenditures 


in just the Northwest area alone for the Columbia River Basin would 

come to approximately $300 million a year, possibly for 5 or 6 years. 

Do you think it is a good idea to try to develop projects, speaking of 
1 


the Columbia River Basin now, with private money, if it is available, 
if it follows the comprehensive plan for the area and the local inter- 
ests, both municipalities and private interests, desire to do it? 

Mr. Betz. I would not argue that where that is possible it could be 
done. The majority of proposals—let me say this: There is room in 
the valley in this system for both, but that does not entail the big 
development jobs. 

Mr. Lirscoms. So you feel, as has been stated here earlier, and to 
some extent was pointed out in the Hoover Commission recommenda- 
tions, that where the local governments can, or where private interests 
can do it, it should be developed by private interests and, if they can- 
not do it, then the Federal Government should exercise the interest 
they have for the national welfare ? 

Mr. Betu. I would like to answer that in this way: That if it could 
be done on the same basis, with the same overall cost, with the same 
resultant power cost, I would not see any basis for opposition, if it 
could be done with all guaranties involved. 

Mr. Lirescoms. Is that not what we have been talking about in the 
Northwest, about working this out in order to get the job done as fast 
as possible with both private, municipalities and non-Federal of all 
kinds, and the Federal Government ? 

Mr. Betu. Well, there has been a lot of talk about it. I grant you 
that. But usually, when the specific projects are brought into the 
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districts there are so many phases that are not proper, or at least we 
do not feel they are proper, that the interpretation does not always 
work out. 

Mr. Lirscoms. Do you always oppose any project if it is planned 
by private interests or municipalities, if it is not Federal? 

Mr. Betz. No. Not just on that basis alone. 

Mr. Liescoms. Do you feel there are projects that can be done by 
private interests or municipalities ? 

Mr. Betu. There have been a lot, and as far as we are concerned we 
have never made any opposition to them, on the smallest streams of 
the State. 

Mr. Liescoms. What about the Columbia River Basin? 

Mr. Betu. Unless they interfere with the fish runs, or something 
like that. 

Mr. Lipscoms. Have you ever seen as a group any development on 
the Columbia River Basin other than a Federal project ? 

Mr. Betu. No, not to my recollection at the moment. 

Mr. Lrescoms. Do you think you ever would ? 

Mr. Bet. I would say it is doubtful at least for any projects that 
have as yet been brought forth. 

Mr. Liescoms. Do you believe all basin development should be 
made by the Federal Government ? 

Mr. Bett. It is the only way I can see of where an integrated com- 
prehensive program can be- 

Mr. Lirescoms. But you already answered that, if it conformed with 
the Corps of Engineers’ comprehensive plan and private interests 
could do it, you would consider it. 

Mr. Bett. I also said at the same time, if all factors involved were 
covered. Let me put it this way: We have been in quite a scrap. You 
have asked me if I had contributed to the National Hells Canyon 
Association. We have opposed the building—of the private company 
building the dam on the Snake, for a good many reasons, many of 
which have not even met the specifications laid down originally by the 
Federal Government. There is no way we could support it. It does 
not fit into the comprehensive program, neither in the storage of the 
high dam, which would work out in three ways—navigation, irriga- 
tion, and firming up power downstream, which your low-head dams 
will not do. 

Mr. Lrescoms. Do you feel that the Federal Government or Con- 
gress should reevaluate and look into a national water resources policy, 
or are you completely satisfied that everything is all right? 

Mr. Bett. I think in general the policy that ‘has been followed for 
the last 20 to 25 years, and maybe longer than that, if implemented, 
would be siaiiars 

Mr. Lirscoms. You say it is satisfactory ? 

Mr. Bet. It would be. I am saying it has not been implemented 
as far as it should be, and as rapidly as it should be. It has not 
been kept on schedule, but as far as programing is concerned the poli- 
cies would be all right. 

Mr. Lipescoms. Have you any suggestion as to how we can do 
all of these things necessary and still Teduce taxes, which you suggest, 
and reduce governmental expenditures, which you support, when they 
are not essential, and reduce the national debt, without looking for 
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some way to do it with the assets and money available to us as a 
nation, and without using all of the Nation’s wealth? 

Mr. Betu. Let me say this: As far as the national debt is concerned, 
the building of the multipurpose dams or the development of river 
basins should not be considered as a part of the national debt. It 
is an investment in America. Rates paid by the people of the region 
where the investment is made are an investment in America. So 
therefore it is not an expenditure as we think of an expenditure of 
tax money. Our greatest expenditure today, of which you are much 
more well aware than I am, is to our national defense. The bulk 
of all of our money is spent for the potential protection of our Nation. 

Mr. Liescoms. You do not believe that it should be cut, do you? 

Mr. Brtu. As to national defense, there is no question but that we 
have to maintain it. But I am pointing out that there are our heaviest 
expenditures. In Government taxes we are expending percentagewise 
a great deal of money. When you ask me if all of these can be dove- 
tailed in, there are ways it can be done. Unfortunately our national 
defense is not an economic factor. By that I mean it does not bring 
a return beyond safety, and we cannot put a price on that. But when 
you put money in a river basin development, particularly when it is 
self-liquidating through the sale of power and will build up the 
economy of a region through the irrigation of arid land, then you are 
returning on your investment not only the money, but the interest on 
it while it is held and you are compounding the economic benefits to 
the whole Nation. 

Those are things that are coming back to us. 

Mr. Liescoms. When the Government puts money into those things 
they have to go out and borrow the money to do so. 

Mr. Betx. But they can do it at the lowest rate of interest. 

Mr. Lirscoms. Do you feel these projects should pay the same 
interest rate that the Government has to pay to borrow the money ? 

Mr. Betu. You are asking me a question I am not sure I can answer, 
because I am not sure of the technical points. When I answer you I 
will answer to the best of my ability, but I want to know what I am 
saying definitely. 

Mr. Lirscoms. If the Government has to go out and borrow money 
and pay 214 percent for it, do you think that the project should pay 
back 21% percent to the Government ? 

Mr. Bett. May I ask you a question? The rate of interest returned 
by the Bonneville Power Administration—is that not on that basis, 
approximately ? 

Mr. Liescoms. I was thinking primarily of the REA loans at the 
present time. They are 2 percent. 

Mr. Brett. Frankly, I do not want to get into a discussion on that 
individually because it is a field in which I do not feel entirely too 
qualified. There are certain aspects when it comes to REA. Our 
objective was to electrify a rural area. That had an advantage to the 
region and the Nation. In helping people where it is needed I would 
not object to it. 

Mr. Jones. Will the gentleman yield? 

Mr. Lrescoms. Yes. 

Mr. Jones. The so-called private utilities have the same borrowing 
rights under the REA as the rural cooperatives have. 
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Mr. Bex. I thought so, but I was not definite. 

Mr. Jones. And some of them have borrowed money under that. 

Mr. Lipscoms. My question covers all Government loans or invest- 
ments where it is repaid with interest. When the Government has to 
go out and borrow money and increase its national debt and then it 
must pay interest on it, I was asking you if you felt that the repay- 
ment should be at the same rate as the Government has to borrow at, 
or should the taxpayers lose money on that borrowing ? 

Mr. Betu. I would have to answer that again as I did before. In 
most instances, yes; but there would have to be consideration given 
to the purposes for which it was given. Just to make a blanket state- 
ment, yes or no, I do not think would be accurate. 

Mr. Lirscoms. Do you believe there is a place in our national affairs 
for both private and public power ? 

Mr. Brun. Yes. 

Mr. Lirscoms. Do you have any complaint with the way it has 
operated in the State of Oregon ? 

Mr. Bet. I think I could have quite some complaint. 

Mr. Lirescoms. Even though you have low electric rates and good 
relationships between private and municipal and Federal operations ? 

Mr. Betz. Let me put it this way: I live in an area that is serviced 
by one of the private power companies. Not too many miles away 
there is an area serviced by the public utility districts. There is quite 
a difference in the rates I pay for power and that they pay. That is 
not the purpose of my talk here, to make a complaint primarily on 
that, but I say there is a considerable difference. 

Mr. Lirescoms. That is in your own specific case. 

Mr. Bey. In my own specific light bill each month. 

Mr. Lipscoms. From the testimony so far from all the people I 
have gotten the impression it is working fairly well in the State of 
Oregon. 

Mr. Bett. There is no great conflict at the moment. I am just 
pointing out the fact that there are areas where it could be improved. 

Mr. Lirscoms. Of course, you can always find an exception. 

Thank you. 

Mrs. GrirrirHs. Thank you. I enjoyed your testimony. 

Mr. Jones. Thank you very much, Mr. Bell. 

Mr. John Merrifield, State senator. 

Mrs. Humpnurey. Mr. Merrifield phoned in and he had a man come 
in from New York City that he did not expect. He is tied up and 
will probably not be here this afternoon. 

Mr. Jones. Will he be here tomorrow 4 

Mrs. Humpnrey. Yes. Mr. Landon is here from out of town. 

Mr. Jonrs. Fine. Mr. George Tate of the Oregon State Farmers’ 
Union. 

Weare glad to have you, Mr. Tate. 


STATEMENT OF GEORGE TATE, REPRESENTING THE OREGON 
STATE FARMERS’ UNION 


Mr. Tate. Mr. Chairman and honorable Members of the Congress 
of the United States, my name is George Tate. I am a farmer living 
in the Willamette Valley of Oregon and speaking for Mr. Harley 
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Libbey, who was delegated to speak for the Oregon State Farmers’ 
Union, but who had to leave the State on other important business. 

The Oregon Farmers’ Union wishes to go on record as opposing 
the report of the Hoover Commission due to its negative attitude 
toward resource development, its recommendation of higher interest 
rates, especially in regard to REA loans, and the attitude it takes 
in favoring private monopoly. 

We favor the Federal comprehensive plan for the Columbia River 
Basin, for only by Federal aid can all the Columbia River resources 
be secured. All the water resources of the Northwest go hand in 
hand—power, flood control, irrigation, navigation, and recreation. 
These have a very close relationship to each other, and to get the 
maximum benefits from all of them it takes careful planning and 
study. This study has been completed, at great expense and time, 
by the Army engineers and the Bureau of Reclamation. Their effi- 
ciency and ability has been proved by the success of the high dams, 
which are running far ahead of schedule in their repayment to the 
Government. 

Their comprehensive development program can be completed if all 
our Congressmen will get together and work for it as a unit. Then 
this hurry-up program which will give us electric power and other 
services at just any price would not be necessary. 

Low-cost power is a “must” for the Oregon farmer and we feel 
that power generated by the private utilities will be high-cost power. 
If we were to follow the recommendations of the Hoover Commission 
in increasing interest rates, the power rates would go still higher. 
Low-cost power will benefit all the people of the Northwest as it would 
bring in new industry which would create new jobs and thereby attract 
many new families, thus helping all of us carry the burden of sup- 
porting our governments. It is not necessary to draw the committee’s 
attention to the fact that in the face of our declining farm prices that 
the tax burden we are carrying is about all we can stand. 

We all know what the present power program has done for us in 
the Northwest. We have seen more development in our area in the 
last 10 years than ever before, so why change a program we know is 
good and working so well for the benfit of all the people for a program 
sponsored by a group which has made many bad guesses before. For 
instance, the private utility people discouraged the building of Grand 
Coulee and Bonneville. They predicted these dams would become 
white elephants and that the Northwest would never need all the 
power these dams could generate. t 

I am one of the many farmers who has lived half my life in the 
coal oi] age and conld not enjoy the advantages of electricity until 
the REA was established in my area. 

Mr. Jones. Mr. Tate, did you ever cut wicks? 

Mr. Tate. Did I ever cut rates? 

Mr. Jones. The wicks of those lamps. 

Mr. Tare. Yes, I have. , 

Mr. Jones. Did you have to clean them in the wintertime when 
you get that smut on your hands and your Ma makes you go wash 
your hands a second time? 

” Mr. Tate. I have done it so many times that I got over that. At 
first I probably did. 
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Mr. Jones. That second trip to wash your hands was distasteful, 
to say the least, or were you a fellow who liked to wash his hands 
two or three times? 

Mr. Tate. No. 

Another little thought is that since REA we got warm water to 
wash our hands with. 

Mr. Jones. Isee. You qualify. Go ahead. 

Mr. Tare. Private industry was not willing to serve us, as you 
know. 

The Hells Canyon Dam site, according to many reliable engineers, 
is the last high dam site left in the United States, so the Oregon State 
Farmers’ Union asks the honorable members of this committee and of 
our Congress to take a long and careful look before making their final 
decision. 

Finally, on behalf of the Oregon State Farmers’ Union, I wish to 
thank this committee for giving us this opportunity to express our 
ideas and honest opinions. 

I thank you. 

Mr. Jones. Thank you very much, Mr. Tate. 

Mrs. Griffiths ? 

Mr. Grirrirus. I am very happy to hear your statement, sir, and 
I wonder how you feel about taking the building of the dams at the 
headwaters away from the Department of Agriculture and putting 
them with the Corps of Engineers. Would you be for or against that? 

Mr. Tate. I am for our present program. 

Mrs. Grirrirus. Within the Department of Agriculture? 

Mr. Tater. Yes. 

Mrs. Grirritus. And letting them handle it? 

Mr. Tate. Yes. May Ladd another point, at least ? 

Mrs. Grirrirus. Yes. 

Mr. Tarte. I believe that all high multiple-purpose dam sites should 
be served with high multiple-purpose dams. Am I making that clear? 
That high multiple-purpose dams should be built on high multiple- 
purpose dam sites. 

Mrs. Grirrirus. Thank you, Mr. Tate. 

Mr. Jones. Mr. Lipscomb? 

Mr. Liescomsn. No questions. 

Mr. Jones. Thank you very much, Mr. Tate. 

Mr. Max Landon of the South Santiam De velopment. It is good to 
have you, Mr. Landon, and I am glad to see you again. 


STATEMENT OF MAX LANDON, SWEET HOME, OREG., MEMBER, 
SOUTH SANTIAM DEVELOPMENT COMMITTEE 


Mr. Lanpnon. Mr. Chairman and members of the committee, I 
wanted to express first my appreciation to you for myself and my com- 
mittee for your giving us the time to come down here and giving us 
the opportunity to give you some of the grass roots views of the prob- 
lem in Oregon. 

My name is Max Landon. My home is in Sweet Home, Oreg., 
which is located on the South Santiam River, about 16 miles west of 
the proposed site of the Green Peter Dam. My business occupation 
is as a senior member of a general insurance agency at Sweet Home. 
From 1942 to 1951 I served as a member of the Oregon Legislature. 
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I am a member of, and speak for, the South Santiam Development 
Committee and the Williamette Valley Conservation Committee, as 
well as many civic and service organizations, including chambers of 
commerce. 

I ask your serious consideration of the following information to 
substantiate the recommendation of the Hoover Commission, from 
which I quote a paragraph of recommendation 1: 

That water resources be developed to assure their optimum use and maximum 
contribution to the national economic growth, strength, and general welfare. 

I speak particularly of the water and power resources together 
with flood control, which would be developed by the Green Peter 
Dam on the South Santiam River, a tributary of the Willamette 
River, which in turn flows into the Columbia River, therefore be- 
coming a part of the overall flood control system of the Columbia 
and Willamette River Basin project. 

The control of the waters of the South Santiam River is of vital 
importance to us. The Green Peter Dam is an integral part of the 
overall flood control system of the Willamette Basin project and 
until it is built the entire project cannot function properly. 

Much erosion is caused by the increased speed of the current since 
the completion of the Detroit Dam and the controlling of the North 
Santiam. This increased the drop or fall, at flood stage, by more 
than 4 feet at the junction of the North and South Santiam Rivers. 
There is a pressing need for immediate construction of the Green 
Peter Dam if the valuable farm land in the area is to be saved and 
the flood control projects for the Willamette River Basin so far built 
are to be operated with maximum benefit. 

About 2 years ago, a group of people from various organizations 
and communities in our locality got together and formed a committee 
to expedite and help with the Green Peter Dam project. This com- 
mittee conceived an idea of local interest participation patterned 
after the Administration’s partnership principle. Pacific Power & 
Light was then approached by us with the request that they consider 
paying for the power features of the dam. After many meetings 
with us and studies by their engineers, that company agreed to join 
in the venture with the Federal Government if enabling legislation 
was enacted. 

While we have talked to Pacific Power about the Green Peter 
project, I want to point out that any qualified applicant may apply 
for a license and the decision will be made by the Federal Power 
Commission. [ 

Additional power is very much needed in our grid system, espe- 
cially in the autumn months during low water rn This dam, 
being primarily a flood control dam, would produce its peak power 
output in the autumn months—approximately 96,000 kilowatts for 
the power pool—at which time the larger dams on the Columbia 
are at their minimum output. The reason for this is that at this 
time of the year the water level of Green Peter Dam would be lowered 
in order to hold back the spring runoff from the watershed. 

I wish to call your attention to a House Joint Memorial to the 
Congress from the Oregon Legislature enacted at its 48th Assembly. 
This House Joint Memorial No. 3, favoring a partnership venture 
on Green Peter Dam, was introduced in the House on January 13, 
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1955, was passed by the House January 25 with a 44 yea vote of those 
present in a 60-member body. It was passed by the Senate February 8 
with 21 yea votes out of those present in a 30-member body. 

I would also like to call your attention to a tax feature in the 
partnership construction of the Green Peter project as a multi-purpose 
dam which I am sure your committee will be interested in. I would 
like to read into the record a letter by our Linn County assessor in 
response to a query from me, which is as follows. 

May I interrupt to say this inquiry was prompted by a member 
of your own delegation from the Public Works Committee, the capa- 
ble Congresswoman from Georgia, who asked me what effect this 
would have on the school revenue. This is from our Linn County 
assessor, which is the one I particularly wanted, because Mrs. Blitch 
asked about the schools: 

LINN COUNTY, OREG., 
OFFICE OF ASSESSOR, 
Albany, Oreg., June 8, 1955. 
Mr. Max LANDON, 
Mayflower Hotel, Washington, D. C. 

DeaR Mr. LANDON: In response to your request regarding the estimated 
assessed valuation of the proposed Green Peter Dam project, and the tax revenue 
derived therefrom, please be advised as follows: 


HsstEaeesieecey Sennen WR iii iain nme $7, 920, 000 
Estimated tax revenue (county general) ..--__-.________________ 103, 040 
Estimated tax revenue (Union High School District No. 2)_-----_-- 186, 120 


Trusting this will provide you with the required information, I remain 
Yours very truly, 


JOHN W. SHEPPARD, 
Linn County Assessor. 


P. $8.—The above estimated assessed valuation would constitute approximately 
one-seventh of the total assessed valuation of Linn County. 

In conclusion, I would request your committee carefully consider 
the urgency of this project. It is an integral part of the overall flood 
control project which is very ably described in the old axiom, “The 
wheel is no stronger than its weakest spoke.” 

I wish to thank the committee for giving me this time to present 
our views. 

Mr. Jonres. Thank you very much, Mr. Landon. It is good to have 
the opportunity to hear you once again. 

Mrs. Griffiths ? 

Mrs. GrirrirHs. How do you feel about the user charges and tolls on 
the inland waterways? Do you have any opinion about that? 

Mr. Lanpon. I am sorry, Mrs. Griffiths, I do not. I am in no way 
connected in any way with transportation. My answer, if I gave one, 
would be unqualified entirely. 

Mrs. Grirritus. Thank you. 

Mr. Jones. Mr. Lipscomb? 

Mr. Liescoms. No questions. 

Mr. Jones. Again, thank you. 

Mr. Lanpon. Thank you very much. 

Mr. Jones. Mr. Elmer McClure of the Oregon State Grange. We 
are glad to have you, Mr. McClure. 
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STATEMENT OF ELMER McCLURE, MASTER, OREGON STATE 
GRANGE 


Mr. McCuore. Mr. Chairman and members of the committee, I have 
no prepared statement, but for the record I would like to give some of 
the opinions of the Oregon State Grange on some of the questions you 
have propounded. 

My name is Elmer McClure. I am master of the Oregon State 
Grange. 

Back in 1873 the Oregon State Grange passed a resolution that 
is just as pertinent today as it was at the time it was passed, regarding 
flood control and some of the river development. That is the first 
start that the State Grange of Oregon had on this particular question. 

They asked at that time that the river be developed for transporta- 
tion. At that time the rivers were the main arteries of commerce in 
this country, and I am sure in the future, as our population develops 
in this area, it will again come back to its former status as one of the 
main arteries of transportation. Therefore I do not think a user 
tax should be placed on this particular mode of transportation, inas- 
much as it is a natural resource inherited by the Government of the 
United States, and should be retained as such without a toll, any more 
than charging a fish for swimming through it, or giving some par- 
ticular area of the country to some transportation group. 

The Oregon State Grange went through this some years ago when 
we had private locks on the Willamette River. We fought very hard 
at that time through the records of the grange to have the Government 
involved in this so as to make it equal transportation to all. Again 
when the portage was up at The Dalles, again a fight ensued for 
Government control of that, so that the population of the inland em- 
pire might have an opportunity to use this particular mode of trans- 
portation. 

While the water is a natural resource and shoud be retained by the 
Government, I do not think now we should start imposing a tax on 
individuals for the use of that particular source of transportation. 
Tnasmuch as we are now on the eve of a tremendous development in 
the inland empire, this will be used more and more as time goes on. 
Weare for the integrated development and the comprehensive develop- 
ment of all of our sites in the State of Oregon, as well as on the Colum- 
bia River and its tributaries. 

I think we got by this particular question some years back. Long 
before the Bonneville Dam was constructed, the Oregon State Grange 
initiated for the people of Oregon the State power act, which we were 
responsible for having passed. So even before the Government was 
involved in the construction of dams on the main tributaries or the 
tributaries of the Columbia River, the Oregon State Grange was 
interested in this particular question. At that time we had decided 
by the vote of the people of this State that we should develop these 
to their maximum potenial. 

Some of these other projects that have been injected in recent vears 
are going to deter that particular program. I refer to the Hells 
Canyon Dam, because this is history to us as far as the grange is 
concerned. We are not a political organization, but this is purely an 
economic viewpoint we have on this particular question. 
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The Idaho Power Co., if it should develop its three small dams 
there, would take from the present and future generations an area 
that should have been developed to its maximum development. It 
would be taken forever from these particular people. Therefore we 
think that the high dam should be put in there in preference to the 
three small river-flow dams. I do not think that we could take this 
or develop this area by interstate compacts or regional corporations 
that were locally dominated, because it would invariably be a deter- 
rent rather than a help in this particular case. 

I think if we go ahead with the plan we have developed in the 308 
report and implement it and give it a little more help, we would 
have these dams constructed and the brownouts we would have in the 
future would be taken away by that method. 

This question came before the people of the State of Oregon some 
years ago by a referendum vote on whether or not the Hells Canyon 
Dam should be developed by the Idaho Power Co. or the Federal Gov- 
ernment. The State legislature passed a bill known as Senate bill 99 
through the legislature. It was vetoed by the Governor and passed 
over the Governor’s veto. The Oregon State Grange took this to the 
people by a referendum and it was defeated by a 2-to-1 vote. So the 
people of the State of Oregon did vote on this question and we do have 
a history for this particular program. 

Mr. Jones. What was the date of that vote? 

Mr. McCuore. It was 1948. 

Mr. Lirscoms. What was the question that went before the people? 

Mr. McCuvre. Whether or not the State of Oregon would give the 
site to the Idaho Power Co. for a low dam in preference to a high dam 
at Hells Canyon. That was the question. 

The State of Oregon holds in its possession the rights to the waters 
of its State in its borders in perpetuity. So therefore it was neces- 
sary for the Idaho Power Co. to secure a license from the State of 
Oregon to build that dam. That was referred to the people, and the 
people reversed the decision of the legislature. 

I do not think interstate compacts are an answer to the question. 
We have some history on that as well in some of our other States, 
where they have deliberated long on these questions, and little activity 
has come from it. So far as the Pacific Northwest is concerned, we 
have made the greatest advance of development under the Govern- 
ment control, and I think it should be there. 

I do not have any fears that the people themselves are going to do 
detriment to themselves. This is the people’s program. The people 
of this area are willing to pay for the dams that are constructed, and 
pay interest on it and give the Government back its money. We are 
paying at the rate of $1 million a week into that particular fund. 
About $52 million a year go into the Federal Treasury from this area. 

Mr. Jones. May I ask you a question at that point, Mr. McClure? 
The question was raised in previous discussion, I believe, with Mr. 
Bell, about the interest charge imposed at the going rate of interest 
on projects. Do you know of any construction by the Federal Gov- 
ernment that does not carry the going interest rate except in the REA, 
where the interest rate is fixed by statute itself? 

Mr. McCuvre. That is right. I think each project carries its own 
rate of interest at the time the project was developed. 
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Mr. Jones. And the Corps of Engineers and the Department of 
the Interior and the Soil Conservation Service capitalize the invest- 
ment on the project at the going rate of interest. 

Mr. McCuvre. That is correct. 

Mr. Lirscoms. Mr. Chairman. 

Mr. Jones. Yes, sir. 

Mr. Lrescoms. Does that include irrigation projects ? 

Mr. McCuore. Some irrigation projects are subsidized by power 
from these various dams. So therefore their interest rate would be 
lower, I imagine, on that portion of it. 

Mr. Lirscoms. Is there an interest rate on irrigation projects? 

Mr. McCtvre. Oh, yes. You certainly pay interest on the money 
you have invested in irrigation projects, the same as you do on 
multiple-purpose projects. I would like to have some free money, but 
so far they haven’t been so liberal yet. 

Mr. Lipscoms. I am not clear on the point so I cannot argue with 
you, but I was just wondering if all of the Bureau of Reclamation 
and irrigation projects have interest payment provisions. 

Mr. McCivre. As far as this area is concerned, they do. In some 
areas they might be interest free. I think during the depression there 
were some concessions given, but there was always an interest rate 
there. It might have been cut drastically for certain conditions. 

That is all I have, Mr. Chairman, unless you have some questions. 

Mr. Jones. Mrs. Griffiths? 

Mrs. Grirritus. No; thank you. 

Mr. Jones. Mr. Lipscomb? 

Mr. Lirescomr. No questions. 

Mr. Jones. Thank you very much. 

Mr. Fred Parkwood, of the Columbia Empire Industrial Committee. 

Mr. Parkwood, did I give the correct designation of the organi- 
zation? 


STATEMENT OF FRED W. PARKWOOD, REPRESENTING THE 
COLUMBIA EMPIRE INDUSTRIES, INC. 


Mr. Parkwoop. Columbia Empire Industries. It actually is what 
in most States they call the State manufacturers association. 

Mr. Jones. I see. In other words, you are an associate of the 
National Association of Manufacturers? NAM? 

Mr. Parkwoop. No; they are not. There are two. 

Mr. Jonrs. All right. Fine. We will be glad to receive your 
statement. 

Mr. Parxwoop. I have been delegated by the board to present a 
very short statement here. 

Columbia Empire Industries, Inc., is an association of more than 
400 business interests, primarily manufacturers, and the majority of 
the membership is within Oregon. 

I will interpolate there a little. We have a few members in southern 
Washington. 

The Pacific Northwest, always a heavy per capita consumer of 
electric power, is facing a very serious power shortage in the very 
near future unless construction on additional power facilities is under- 
taken immediately. By such facilities we refer, of course, to hydro- 
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electric development. Lack of adequate fuel resources within the area 
makes the production of steam-generated power comparatively quite 
expensive. The heavy and recent population increase within the area 
emphasizes the need of immediate construction of more power 
facilities. 

The costs of new facilities will aggregate several billions of dollars. 
Private and local public capital is now available for construction 
of new facilities. We believe it to be a point of wisdom for the 
Federal Government to encourage—even welcome the use of this 
capital, under the supervision of an all-powerful Government agency 
to see that our waters are used to the maximum for all purposes. 

All are in accord that necessity of balancing the Federal budget 
and reduction of the national debt is of common concern. We are 
all aware of the necessary heavy costs of national defense for the 
unforeseeable future. We believe the Government should welcome 

rivate capital under the circumstances. Even though Federal funds 
for dam construction might be eventually returnable to the Treasury, 
and past experience proves this debatable in part, their advancement 
would involve inflationary, dangerous, deficit expenditure. 

There is another factor in favor of private financing. There would 
be more inclination to make a more truly factual allocation, between 
power and nonreimbursable items such as navigation, flood control, 
etc. And there would be less inclination on the part of Federal tax- 
payers in nonpower areas to feel that they were tax-subsidizing power 
in competitive industrial areas. This feeling would be more than 
alleviated with their knowledge that actual power costs would include 
industrial taxes paid. 

We believe that where a region made up of various types of local 
agencies and private utilities is ready, willing, and able to provide 
for the region’s power needs, they should be allowed to do so. 

Obviously, Federal dollars can be stretched just so far. It follows 
that if the Federal budget can be relieved of all or just part of its 
demands for Northwest projects, it manifestly follows that Federal 
dollars can be put to better use in fields where they are more urgently 
needed, and where there is no local participation available. 

From the foregoing, it is obvious that we believe the power problem 
is an economic one, and that our primary concern is not as to who 
shall build the projects, but how soon can they be built. I might 
further state that we agree with the attached editorial which appeared 
in the Portland (Oreg.) Journal on November 30, 1955. 

We urge your committee to recommend adoption of the Hoover 
Commission report relative to power partnership. 

I will not read the editorial of the Oregon Journal. In effect, it 
quotes Senator Magnuson. I will read this part of it: 

Senator Magnuson said that “the most stupid thing we can do, politically 
and economically, is to get into a senseless fight over how to develop additional 
power. * * * There is a place for both public and private power. Let’s quit 
arguing and get the job done.” 

I might say this apart from my written statement, that these indus- 
trial interests recognize the coming power shortage and we need 
that power for continuous operation. ‘Two years ago we had a brown- 
out in which we had reduced power use. The interruptible people 
were closed altogether. That includes the aluminum companies. 
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Since that time, of course, we have more projects in the line, particu- 
lary McNary and Chief Joseph, but our increased demands for power 
are going up faster than our production of power facilities. 

Thank you. 

Mr. Jones. Mrs. Griffiths? 

Mrs. Grirrirus. I would like to ask you a question. I want to ask 
you how they allocate the cost of building one of these dams among 
power, navigation, and flood control. 

Mr. Parkwoop. Right now that is supposed to be done by the 
Federal Power Commission. In the past that has not always been 
done. I am not prepared to quote you the figures now, but I believe 
you will find—and you have them in your reeords so I do not want 
to mislead you—but you will find Bonneville, which was built as 
a low-cost project due to the depression prior to World War II—that 
50 percent of the cost of Bonneville was allocated to power, and the 
rest to navigation. So on the reimbursable features of it, when they 
speak of Bonneville power they are only paying back to the Govern- 
ment one-half of the money. 

On some of the other dams up the river, as I understand it—and 
we have power men here who are familiar with that better than I 
am—TI believe they figure that 10 to 15 percent of the cost shall 
be allocated to other than power. I am thinking of John Day. 

Mrs. Grirrirus. If a private concern built the dam, would it charge 
to the people who use the waters for irrigation such an amount as it 
chose in allocating costs? 

Mr. Parxwoop. We do not recommend that the private companies 
go into irrigation. We are only recommending that that part of 
the power costs of the construction of the multiple-purpose dam be 
accomplished by private capital. You understand that this invest- 
ment of private capital eventually goes back to the Government. 
Under the Federal Power Act those projects must be liquidated or 
amortized over a 50-year period, and John Day Dam would eventually 
return to the Government free and clear at the end of 50 years. 

Mrs. Grirritus. I do not quite understand. Do you mean you are 
for building a dam where the private company pays some part of 
it and in return gets the power? 

Mr. Parkwoop. That is correct. In other words, the nonreim- 
bursable part, like navigation, should be paid for by the Federal 
Government, if the navigation features are found economically 
feasible and proper. 

Mrs. Grirrirus. Who is going to determine which part the power 
company is going to pay? 

Mr. Parkwoop. I would say the Federal Power Commission with 
the advice of the Army engineers, in each instance. 

Mrs. Grirritus. This is what bothers me. As a matter of fact, 
there is not going to be any power unless there is a dam there. Is 
that right? 

Mr. Parkwoop. That is correct. 

Mrs. Grirritus. So as a matter of fact, actually the power feature 
could pay for the whole thing without any problem at all. It is either 
the whole dam or no power. 

Mr. Parxwoop. That is true. But it has never been the policy of 
the Government even on wholly owned dams to have the power cost 
pay the cost of the whole dam.’ It never has been. 
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_ Mrs. Grirrtrus. That is right, but it is actually a fiction. There 
is not any reality in it at all. It is a fiction dreamed up in allocating 
the costs. 

Mr. Parkwoop. Oh, no. For instance, since the inception of our 
country the Federal Government has paid out of the General Treasury 
for navigation aids in our harbors and navigable rivers and that has 
always been presumed to be a cost of government for all of the people. 
When you have a dam on the river and by the construction of the 
dam you make that river navigable, I believe the same principle of 
the Government assuming that responsibility should go upriver as 
well as at the harbor mouth. 

Do I make myself clear? 

Mrs. Grirrirus. Yes, you do; and I want you to understand that 
in my judgment the dam is necessary for navigation, and it is neces- 
sary totally and completely for the irrigation. 

Mr. Parkwoop. In some instances. 

Mrs. GrirritHs. Actually it is necessary for all three things. So 
that you could say it is completely chargeable in each instance to 
any one of them, and that whatever system you use is really a fiction. 
You are just setting up an arbitrary figure. So that perhaps we 
would do a lot better if we came down to saying just how much of 
these things each group should pay. 

Mr. Parkwoop. That is correct, and that is what I mean. In other 
words, the Army engineers—let us take the dam I have in mind and 
the one we would like to see construction started on very quickly—John 
Day. The Army engineers and the Federal Power Commission have 
already, I am positive, stated what the allocation would be. The 
public and private capital, as the case may be—it could be either— 
would pay the power costs. What it really amounts to is, they are 
buying the power and paying for it 50 years in advance, relative to 
interest aid amortization. 

Mrs. GrirFirus. Let me ask you one more question. Are these pri- 
vate utilities ready to build the dams now? Do they have them on 
their boards and have they made application and are they ready to go? 

Mr. Parkxwoop. I have been informed reliably by people I have 
known for 30 years that they are ready. I have known those men and 
have learned to trust them, and when they make a statement of that 
nature I know it is right. Yes. 

Mrs. Grirrirus. Will they be prepared to meet your demands by 
1960 or 1964? 

Mr. Parkwoop. If we could start construction on John Day immedi- 
ately, it probably could get into the powerline, I would estimate, by 
1961. 

I might say this, too. I heard some questions this morning relative 
to navigation on the upper Columbia River and the costs, and so forth. 
John Day is a necessary final dam to make the Columbia River navi- 
gable on a pool-to-pool basis by a dam up to Lewiston, or maybe not 
as farasthat. In other words, between The Dalles Dam and McNary 
Dam there is some very swift and difficult water which would be allevi- 
ated if the John Day Dam were constructed. 

Mrs. GrirFitus. Why don’t they start on the John Day Dam, or are 
they starting? 
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Mr. Parkwoop. We are trying to get Federal permission. We are 
asking Congress. It is known as the Coon bill. 

Mrs. Grirrirus. I though you said they had the permission. 

Mr. Parkwoop. Oh, I misunderstood. 

Mrs. GrirFirus. Or do they have it on the boards? 

Mr. Parkwoop. No. It will take an act of Congress to do that. We 
asked for it in the Green Peter Dam. 

Mr. Jones. Will you permit me? 

Mrs. Grirrirus. Yes. 

Mr. Jones. John Day is an authorized project at the present time. 

Mr. Parkwoop. Yes; but no money has been appropriated. 

Mr. Jones. And you are advocating modification of the project to 
let the power companies operate the power section of the dam. 

Mr. Parkwoop. We have learned here in the Northwest that there is 
a long, long period of time between authorizing a dam and starting 
construction. 

Mr. Jones. But it is an authorized project at the present time. 

Mr. Parkwoop. That is correct. 

Mr. Jones. You are seeking modification in the authorization to 
provide for the utilities to operate the power section of the dam. 

Mr. Parkwoop. That is correct. 

Mrs. Grirrirus. You mean John Day Dam is not a privately built 
dam at all? : 

Mr. Parxwoop. It is built under the Federal Power Act. 

Mrs. Grirrirus. But the Federal Government is paying for it ? 

Mr. Parkwoop. No; not the power part of it. No. In other words, 
put it this way: Presume that the Federal Government was going to 
build John Day and Congress was ready to appropriate the necessary 
money for construction, and presumably all at one time, but they 
usually do not. They have it over a period. But presume they did 
it at one time. Congress would appropriate approximately $350 mil- 
lion for the construction of the dam. Under the partnership basis, I 
believe, the best figures are that the Government would not be required 
to expend more than $75 million for navigation, and so forth, and the 
power portion would pay $275 million. In other words, it would 
mean we would get the same dam and it would be under the control 
of the Army engineers, or whatever agency you desired, and it would 
just mean that private money is helping Congress to find a way to get 
immediate money to get the job going now. 

Mrs. Grirritrus. Why don’t the private power companies take over 
the whole thing and operate the irrigation part of it? 

Mr. Parxwoop. There is no irrigation. 

Mrs. Grirrirus. And the navigation ? 

Mr. Parkwoop. You could hardly expect one type of industry to 
pay for another type. 

Mr. Jonrs. The Alabama Power Co. did it on the Coosa River. 

Mr. Parkwoop. What is that? 

Mr. Jonrs. The Alabama Power Co. is doing it on the Coosa River. 

Mr. Parkwoop. Yes; but it was a particular reason there, if you 
recall. 

Mr. Jones. What is more particular about it at John Day ? 

Mr. Parxwoop. I understand they were hauling a great deal of 
their own product. Is that correct ? 
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Mr. Jonrs. That is the Georgia Power Co. and not Alabama. 

Mr. ParKkwoop. I am not too familiar with those things down there. 
I feel this: That the problems of power in each area of the United 
States differ, and they are rather difficult to compare, for example, 
like comparing the Tennessee Valley with the Pacific Northwest, or 
the Midwest, where they have no particular rapid fall of water. That 
is our great asset here. Our water falls a great distance, compared to 
the short mileage. 

Mrs. Grirrirus. I would think they would simply throw in the 
other $75 million and proceed. 

Mr. Parkxwoop. Their rates are established by the public utilities 
commissioner, and they would not permit that to be a cost item. That 
is one reason why they could not use that to amortize it. It has 
always been the policy, as a matter of fact, in our dams, where we have 
irrigation—and I do not want to get into this because I come from an 
irrigation country and I am a third-generation Oregonian. I come 
from an irrigation country. Where the dam is partly power and 
partly reclamation, the basic theory was that each part would pay its 
own part of the cost in that, and amortize it. In other words, the 
reclamation project would pay its way and power would pay its way. 
They have modified that somewhat and I do not want to get into that, 
but that is the basis of the theory. 

Navigation has always been the responsibility of the Federal Gov- 
ernment. For example, take San Francisco Bay, and take Chesapeake 
Bay, and even the Great Lakes. 

Mrs. Grirritus. Thank you. 

Mr. Jones. Do you agree with recommendation No. 8 that tolls 
should be imposed on the users of the inland waterways 4 

Mr. ParKkwoop. I cannot speak for the Columbia Empire Industries 
because that was not discussed at our meeting. 

Mr. Jones. How do you personally feel about it ? 

Mr. Parkwoop. Yes; I have a personal view on it. I feel this: 
We do not charge tolls on the lower Columbia River between here and 
the sea, and yet the Federal Government puts up the money. On the 
upper river you heard figures this morning that about 1,300,000 tons 
a year were going through the upper river. 

Mr. Jones. At a cost of $2 million a year. 

Mr. Parkwoop. At a cost of $2 million. Of course a navigation 
project like that, if those were the final figures, could not be justified, 
whether you charged tolls or not. It is an impossible figure. You 
‘annot take every little creek and make a navigable river out of it. 
You might do it engineeringly, but it is not feasible. 

I do not believe that that 1,300,000-ton figure is the ultimate figure. 
I believe—— 

Mr. Jones. You mean you are referring to the maximum develop- 
ment that would take place in the years ahead ? 

Mr. Parxwoop. That is right. I think in the next 10 years that 
tonnage will go up considerably, particularly —— 

Mr. Jones. Would that not be a more justifiable reason for the 
imposition of tolls to reduce the cost 

Mr. Parxwoop. I have never given it any thought, and as far as 
I know—and I may be wrong—but I do not believe that they charge 
a fair rate on it. But they charge there a lockage fee. I do not be- 
lieve they charge that in the Tennessee Valley Authority, do they 





2460 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


Mr. Jonzs. No. Nor the Ohio, nor the Arkansas, nor the Missouri, 
or any other project that I know of. 

Mr. Parkwoop. My personal feeling is that on the question of the 
allocation for navigation on the river, it is an actuarial one and one 
that requires an economic survey. If there are ten to fifteen million 
tons’ potential up there, that is something you cannot anticipate now. 

Mr. Jones. What about making it economically feasible for these 
projects to include the cost? If you would think about a partnership 
with a private utility, would it not logically follow that there ought 
to be some kind of partnership for the carriers on the inland water- 
ways who are the immediate beneficiaries and derive the greatest 
amount of benefit from Federal development of navigation / 

Mr. Parkwoop. It is just historically that that is the way it has 
been done. 

Mr. Jones. Historically, we have developed these multipurpose 
dams on the assumption that the water is the property of the people of 
the United States and, therefore, the beneficiaries of that property 
were the people who received the energy from it. This is a new propo- 
sition you are justifying on the grounds of expediency, and I wonder 
if we could not make the same application of your reason to impose 
tolls on inland waterways. 

Mr. Parkwoop. Frankly, I can see no difference between the legiti- 
mate use of waters by private interests or public interests, because I 
believe properly conducted private interests or public interests are 
one and the same thing. It is just a question of how you pay for it. 
You asked about this. Iam a great user of power. 

Mr. Jones. What is your business ? 

Mr. Parkwoop. I am a lawyer. I mean, in my home I am a great 
user of power. We are all in the Northwest great power users. 

Mrs. Grirrirus. What is the average consumption per family ? 

Mr. Parkwoop. It is about twice the national average. I cannot 
give it to you. I know in my home, for instance, we have an electric 
washer, and an oil furnace with an electric motor, and an electric 
refrigerator, and an electric freezer, and electric washers, an electric 
hot-water heater, and 2 or 3 electric blankets and radios. We also 
have sewing machines, irons, and toasters, all powered by electricity. 
Our power bills run about $9 and I am under a private company. 
But I do not feel, Mr. Jones, in answer to your question, that in paying 
my power bill I should also through that be paying somebody else’s 
navigation costs. 

Mr. Jones. Then you believe there is justification for the imposi- 
tion of tolls? 

Mr. Parxwoop. No. That is not my opinion. No. 

Mr. Jones. I see what you mean. You mean if there has not been 
a proper allocation of costs, consequently by paying your. light bill 
you are paying somebody else’s navigation bill ? 

Mr. Parxkwoop. I would say in my personal opinion—I am not a 
power expert, although I tried to keep up on it as best as I could, be- 
cause it is a part of my job—that—— 

Mr. Jones. In other words you think it is a general policy of the 
Government not to make proper allocations of cost to power ? 

Mr. Parkwoop. Not to make what? 
Mr. Jones. Proper allocations of cost to power ? 
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Mr. Parkwoop. Yes. I think the Government should make proper 
allocation of costs. 

Mr. Jones. It stems from the fact that they are not doing it? 

Mr. ParKwoop. No. Either I did not understand your question, 
or you did not understand my answer. 

“ae Jones. Let us put it vice versa. We did not understand each 
other. 

Mr. Parkwoop. Where we have nonreimbursable items on a multi- 
purpose project dam, the Government should pay the nonreimbursa- 
ble item. 

Mr. Jones. It does already. 

Mr. Parkwoop. And we want it continued that way. 

Mr. Jones. There is no change in the recommendation of the 
Hoover Commission that 

Mr. Parkwoop. The Hoover Commission recommendations agree 
that we have the power partnership from the financing standpoint. 

Mr. Jones. You have no objection to the allocation of cost, but the 
point you are making to this committee is you do not think it is justi- 
fiable for the Federal Government to make investments in the cost of 
a multiple-purpose project which should be made by a private utility ? 

Mr. Penadoon If the money is there. 


Mr. Jones. Yes, sir. 

Mr. Parkwoop. Or private utilities, or any public utility—a public 
utility district, or a city like Seattle or Tacoma. I include those with 
local capital. 

Mr. Jones. Any questions ? 


Mr. Lipscoms. No questions. 

Mr. Jones. Thank you very much, Mr. Parkwood. 

Without objection the editorial you referred to will be made a part 
of the record at this point. 

(The editorial is as follows :) 


(Editorial, Oregon Journal, November 30, 1955] 
WARNING TO DIEHARDS ON BOTH SIDES 


Senator Warren G. Magnuson (Democrat, Washington) does not always im- 
press us by his statesmanship. But he said something at the recent joint meeting 
of the Inland Empire Waterways Association and the Portland Chamber of Com- 
merce that rates the hearty approval of everyone interested in Columbia Basin 
development. 

Senator Magnuson said that “the most stupid thing we can do, politically 
and economically, is to get into a senseless fight over how to develop additional 
power.” He pointed out that this region has been subjected to a virtual brownout 
in the past 3 years, primarily because various elements in the region and inside 
and outside the Congress have been unable to get togther on new hydroelectric 
starts. Then he said: 

“There is a place for both public and private power. Let’s quit arguing and 
get the job done.” 

Coming from Magnuson, who quite often is pegged as an all-Federal develop- 
ment man, this was particularly significant. It made plenty of good common- 
sense, 

It was at once a warning to his all-Federal-or-nothing colleagues in the Demo- 
cratic Party and to the diehards in the private-industry field who still profess 
to see nothing but socialism in any public power development, whether Federal 
or local. 

It is the kind of doctrine the Journal has advocated for years, that is, a 
combination of public and private power development projects that will meet 
the region’s burgeoning power needs. 
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Magnuson still favors the high Hells Canyon Dam over the three-dam program 
of the Idaho Power Co. He’s honest about that. But he also is realistic enough 
to know that the Federal Government can’t do it all, and only by developing 
all kinds of projects can we keep pace with our ever-increasing power needs. 

The Senator knows from practical experience that the region is losing big 
new industries because it cannot guarantee the necessary power at reasonable 
rates. He cited six cases, from his personal knowledge, in which such industries 
have gone elsewhere. 

With Senator Magnuson, therefore, we say, “Let’s quit arguing and get the 


job done.” Otherwise, as he so aptly suggests, we’ll be candidates for first prize 
for stupidity. 


Mr. Jonrs. Mr. Joseph Picatti of Yakima, Wash. 


STATEMENT OF JOSEPH PICATTI, ELECTRICAL ENGINEER AND 
CONTRACTOR, YAKIMA, WASH. 


Mr. Picarrt. I am Joseph Picatti, te a iter ce 105 


South Third Avenue, Yakima, Wash. This is dated December 6, 


1955, and addressed to the Honorable Robert E. Jones, chairman, 
Special Subcommittee on Water Resources and Power, House Com- 
mittee on Government Operations, at the special hearing held Decem- 
ber 6, 1955, Portland State College Auditorium, Portland, Oreg. 
Mr. Jones. Off the record. 
( Discussion off the record. ) 


Mr. Jones. You may proceed, Mr. Picatti. 
Mr. Picartt. To begin with I wish to submit a report made last 
year before the water resources and power task force: 


PICATTI Bros., ELECTRICAL ENGINEERING AND CONTRACTING, 
Yakima, Wash., June 22, 1954. 


“Picatti Bros., a private concern, not representing anyone.” That 
is different from the other people. 


To: Adm. Ben Moreell, chairman, Water Resources and Power Task Force. 
Subject: Federal public power versus private utility and other public concerns. 

No Federal Government project should be promoted when there is a remote 
possibility that private enterprise, local authority, or any other group is will- 
ing to finance the project without calling on Federal aid. 

The Federal Government, through its agents, such as the Department of 
Public Works, or other authority, should have full control and see that all 
private utility companies, corporations, individuals, or any other public concern 
rendering similar service such as city, county, power districts, public utility 
districts, REA’s, and others be subject to the same rules and regulations. They 
should also be made to pay Federal, State, county, city, and any other taxes 
the same as all other private concerns are doing. 

No Federal funds should be appropriated or loaned to public enterprise that 
are not made available to private concerns. All Federal projects that compete 
with private enterprise should be made to stand on their own feet and pay 
all taxes, the same as all other private concerns rendering the same service. 
When they require additional funds for operation or expansion or payment 
of taxes, they should be made to borrow the same as private enterprise. 


IRRIGATION PROJECT WITH DEVELOPMENT OF HYDROELECTRIC POWER, NAVIGATION, 
AND FLOOD CONTROL 


Navigation and flood control, when undertaken by the Federal Government 
should be with the cooperation of the district which is to benefit by it. Very 
careful consideration should be made that the benefit derived from the added 
value of the taxable property to the locality will justify the expenditure, or 
should not be undertaken. 
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I want to make it clear, if it does not pay its way let us leave it alone 
for the time being. Maybe 10 years from now it will be all right. 


The Federal Government projects involving both irrigation and power should 
definitely be separated so that any part of the project that can be put on the tax 
roll will be put there. 

All Federal Government projects operated by the Government rendering com- 
petitive service should come under the same rules and regulations, subject to pay 
interest on capital investment, Federal tax, and all other taxes the same as other 
similar private enterprises. By so doing there would be a lot less Federal ex- 
pense and there would also be a considerable increase in revenue and taxable 
property. Any Federal and all other public projects that compete with private 
enterprise for rendering service should be made to stand on their own feet and 
pay their own way. If they are unable to do so they should be sold for taxes the 
same as any private property when it fails to pay the taxes. 

Arid land irrigation projects are somewhat confused at the present time. The 
Federal Government, with the right hand, borrows funds to appropriate millions 
of dollars to put more land under production, and with the left hand, spends 
Inillions of dollars to purchase overproduction commodities. The right hand 
continues to put more land under production so that the left hand is compelled 
to purchase more. There certainly must be a good reason for doing so. I must 
confess that it is beyond my mental capacity to understand. 

We must be very careful to see that the Federal Government expenditures are 
kept at a minimum. There is a school of thought that the quicker the United 
States exhausts its money on ventures and more substitutes at home and over- 


seas on projects that fail to pay their own way, the earlier will the totalitarian 
take over here. 


JosePH S. PICATTI. 
I now wish to supplement that report as I feel that since then con- 
siderable progress has been made in the partnership program. 
The Federal Government should only take part in that portion 
dealing with flood control, irrigation, and navigation. The irrigation 


portion should be held for future development as by so doing it would 
help prevent overproduction of surplus crops. The Government must 
have definite rules of control to see that all partners are treated alike. 

May I elaborate a little bit on this? What I mean by this is that 
Uncle Sam should be the referee and have his Corps of Engineers 
set out a program that is feasible and then submit it to whoever is 
interested in it. 

Mrs. Grirritus. Why do you feel that the Government should pay 
for the engineering? Do you not think it would take quite a burden 
off the taxpayer ? 

Mr. Picarri. I will answer your question after I finish with my 
statement. 

When this is a must, it will do away with much of the confusion 
we have at present when no one knows what he can do. The Hells 
Canyon isanexample. The time and effort together with the expenses 
used up between the pro-and cons, if all used to build the project, 
would have gone a long way toward its completion. 

The Federal public power supporters have me very much confused. 
No question but what they are sincere in their belief. However, I 
cannot understand why they cannot see where their program is leading 
us, which will end up in complete Federal control. My father and 
your forefathers came away from government control in the old 
country to obtain freedom of action and thought. See how our coun- 
try has advanced under freedom by promoting private enterprise. 
Look across the Mexican border where they have all government con- 
‘trol: Railroads, power systems, telephone, gasoline stations, and 
many more. Compare their progress with ours and there is your 
answer. 
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In closing, let us not divide ourselves into two groups. It is much 
better that we join hands together, work hard and preserve this won- 
derful country of ours and keep the same freedom as we inherited 
from our fathers so we can someday turn it over to our children 
with pride. 

Mrs. Grirritus. Now, why do you think that the Federal Govern- 
ment should pay for the engineering that sets up these dams and 
the plans? 

Mr. Piccarti. Since there is certain navigation control and irriga- 
tion control which it brings the people. It is just like the police. 
You have to have the law and have some definite means to let anyone 
go ahead if they meet this requirement. And certainly the engineer- 
ing must be taken there. You can’t turn it over to anyone who does 
not understand the problem. 

Mrs. Grirrirus. Do not the private utilities understand the 
problem ? 

Mr. Picatri. Yes. They would. But I feel the Federal Govern- 
ment, in order to remove controversy, is just the same as you. I am 
an engineer and let me put it on an engineering basis. If you were 
going to build a home and called for bids, you are going to have to 
give them a plan of action. And when they do not get that plan then 
they cannot have it, or if it is not feasible they postpone it to a later 
time. 

Mrs. Grirrirus. But if I ask you to build my home, I own and con- 
trol it and control who goes in and out, and everything else. In this 
situation the Federal Government after expending vast sums of 
money—and the Corps of Engineers is a very expensive group of 
people—would not really own it under your theory. 

Mr. Picarrt. No. It will not own it but it would supervise it 
that there is not some private company, let us put it this way, that 
is big enough that it would exploit the people. You have a function, 
the same as a mother has a function, to take care of the little fellows. 

Mrs. Grirritus. Do you feel that the private company paying for 
the engineering plans would be exploiting it? 

Mr. Picatrt. Yes, they should pay the charge. Let us say in any 
engineering or testing done, whoever goes ahead, pays it. 

Mrs. Grirritus. Should pay it? 

Mr. Preatrt. Yes. 

Mrs. Grirrirus. What does your electrical business consist of ? 

Mr. Picarrt. We do industrial work and most commercial work. 
We do considerable work like a general contractor and bid on the 
Columbia Basin, installing equipment and things of this kind. We 
have 18 in our firm. 

Mrs. Grirrrrus. Have you worked for both kinds of dams, like 
Bonneville, for example? 

Mr. Prceattr. I did not work on Bonneville but I worked around 
powerhouses until I was about 15. In fact 





Mrs. GrirFitus. Privately owned powerhouses ? 

Mr. Picartt. In fact, while I was studying my ICS course I could 
dig up a little design I made at Priest Rapids of a 50-kilowatt diver- 
sion dam and powerplant. Of course, it never went into effect, but 
nevertheless you work on those things. 
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Mrs. GrirFirus. How do you feel about the user charges on the in- 
land waterway? Do you feel that navigation should pay a user 
charge—— 

Mr. Picattt. I believe my report tells you each one must pay its own 
way or, otherwise, it will sink. 

Mrs. GrirFitHs. You heard General Foote this morning point out it 
would stop navigation on the upper Columbia, I believe. Would you 
approve of that? 

Mr. Picarri. Assuming it would stop navigation. How about the 
railroads on the side ? They have to compete with the navigation that 
was free of tolls. They tried to reduce their rates in order to haul it 
and they have not granted the reduction. So that it does not help out 
any. 

Mrs. GrirFirus. I believe the railroads got a very substantial subsidy 
in this country, did they not? Were they not given free land ? 

Mr. Picarri. Well, I cannot say that. 

Mrs. Grirritus. Well, they were given free land. 

Mr. Picarri. They were given free land, and let me put it this way. 
I happen to have a quarter section right along that free land. The 
minute that land was given to them, they paid taxes on it. 

Mrs. Grirrirus. That is right. ‘They are the biggest taxpayers in 
Michigan. 

Mr. Picatri. Not only that but they have the gumption—pardon 
my language, please—but they have the gumption to put in everything 
they have, just the same as I did in my own business, and mortgage 
their homes if necessary, and get a group of men together and go out 
there and adventure. You have to give them a lot of credit for that. 

Mrs. Grirrirus. I certainly do. I think they did a good job. But 
they did not do it really by themselves. They got a great Government 
stimulus. 

Mr. Picatri. They got the stimulant and this land and sold the 
land. But I still believe they pay large taxes. If a group of people 
may I express it this way: I believe in this wonderful country where 
we can express it, here I am coming up here to express myself the 
way I feel about the situation and it is wonderful. I came from the 
old country when I was only 11 years old. And by the way, I came 
across Pasco to Kennewick on a railroad, on the Missouri Pacific, 
when they still had the boats. Each individual that renders service 
should be made to obey the same regulation. 

We are speaking of two yardsticks, you were talking about so 
many years ago. That is fine. Let Bonneville and the Corps of 
Engineers and Coulee Dam show the actual cost they have, just like 
a private concern. Make them pay interest on the capital investment. 
Make them pay the same taxes as a private concern on a transmission 
line and everything. If they are better men they are going to make 
more money than the private concern is, and if they are not it will 
show up. That is the only way you are going to compare it. 

Mrs. GrirrirHs. We had some examples down in the Tennessee 
Valley where they were better men and they put the private utilities 
right out of business. Would you be approving of that? 

Mr. Picatrt. I beg your pardon now. What was the total 
investment ? 

Mrs. Grirrirus. I do not happen to remember. 
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Mr. Picarri. Did they pay tax. 

Mrs. Grirrirus. Oh, yes. They paid in lieu of taxes. They paid 
everything you could think of. 

Mr. Picarri. Then they were better operators than the others and 
deserve to be there. Let us make a small example. In other words, 
if we run a race and your son and mine both start from the same line 
and finish at the same line, the best one wins. But when the Fed- 
eral Government subsidizes it and makes it a different line to start 
out with, that is not correct. 

Mrs. Grirrirus. Of course, that is really true in a lot of things 
happening now. There are many things that draw a free Federal 
subsidy. The railroads get one and the private utilities get a great 
Federal subsidy. 

I want to tell you how much I enjoyed your testimony. It is a 
wonderful country and we are going to try to keep it that way. Do 
you have any questions? 

Mr. Lirpscoms. No questions. That was very good. 

Mrs. Grirrirus. Thank you very much. We enjoyed your 
testimony. 

Mr. Jones. Mr. Larry Bauer, manager of the Central Lincoln 
People’s Utility District. 


STATEMENT OF LARRY BAUER, MANAGER, CENTRAL LINCOLN 
PEOPLE’S UTILITY DISTRICT, NEWPORT, OREG. 


Mr. Bauer. I am Larry Bauer, manager of the Central Lincoln 
People’s Utility District, with headquarters at Newport, Oreg. We 
are out at the end of the line as far as power supplies are concerned, 
and I would like to present this statement on behalf of my board 
of directors. 

The Hoover Commission report to the Congress on Water Resources 
and Power is a document which should be considered very carefully 
by the Congress before any of the recommendations contained in the 
report are accepted, because, in our opinion, some of the recommenda- 
tions are not in the best interests of the general public. 

The entire board of five directors and I attended the public hearing 
held in Portland, Oreg., on June 28, 1954, by the Task Force on Water 
Resources and Power of the Commission on Organization of the Execu- 
tive Branch of the Government, and it was evident to us that the 
majority of the members of the task force were biased in favor of 
private utilities. It appeared to us that the task force came to Port- 
land for this hearing with their minds made up as to the contents 
of their final report, and the hearing was only for the purpose of 
satisfying public demands for such hearing and to obtain substan- 
tiating testimony to justify their predetermined conclusions. This 
was evident by the task force’s prompting of witnesses, particularly 
witnesses for the private utilities to bring out points in favor of these 
utilities and against public power in general. 

The recommendations of the Commission relating to water resources 
and power are not surprising. The attitude of the members of the 
task force, at the hearing last spring, gave us all a preview of what 
the report would contain. 

Reaction to the hearing was that the task force was interested in 
formulating a report which would ultimately take the Federal Gov- 
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ernment out of the power business and to place the various public 
distributors of power, namely the cooperatives, public utility districts, 
people’s utility districts, and municipalities, at the mercy of the 
private utilities so that the private utilities would once again regain 
their position in the electric utility field they held some 20 years ago. 

Mr. Millard Martin, president of the board of directors of our Cen- 
tral Lincoln People’s Utility District, presented a statement at the 
hearing, a copy of which I file herewith, in which he concluded as 
follows: 

The Central Lincoln People’s Utility District advocates the complete com- 
prehensive development of the hydroelectric potentials of the Columbia River 
system on a regional coordinated basis by the Federal Government through the 
coordinated efforts of the Bureau of Reclamation and the Corps of Engineers. 
The district further advocates the continuance of an expansion of the Bonneville 
Power Administration to assume a utility responsibility of transmitting the 
energy derived from the falling waters in the Northwest from the point of 
generation to the distributor at the lowest possible cost for the benefit of the 
ultimate consumer. The district advocates Federal development because only 
through Federal development can complete comprehensive regional development 
be accomplished. 

This concluding statement of Mr. Martin’s sets forth the district’s 
views on the development of the hydroelectric potentials of the North- 
west and the transmission and delivery of power to the ultimate con- 
sumer. These goals will not be achieved by private utilities or by 
the present administration’s partnership program. 

Some 20 years ago, when the people of the Northwest decided to 
make the electric business their business because the private utilities 
were not assuming their utility responsibility, they made a major 
contribution to the economy of the area by providing power to all who 
desired it at a cost they could afford to pay. 

Prior to the advent of public power in the Northwest, during the 
1930’s, the private utilities operated for the benefit of their nonresi- 
dent stockholders rather than the people they served with electricity. 
During that era, the utility companies did not shoulder their utility 
responsibility because they only served those people that were close 
at hand where the company could show large profit for their stock- 
holders. 

In the days prior to the advent of the cooperatives and the utility 
districts, the farmers and rural people were at the mercy of the pri- 
rate utilities if they demanded electric service. The general practice 
of the private utilities was that the rural people, to obtain electric 
service, were required to stand the expense of building the facilities 
required to provide the service, then deed those facilities to the com- 
pany for $1 and then sign an agreement to use a specified minimum of 
service from those facilities. This practice, in my opinion, does not 
measure up to my concept of public utility responsibility. 

I recall one striking example of this which illustrates the point. 
A young man lay seriously ill with pneumonia in a farm home one- 
half mile from the end of a private utility company’s line. The doc- 
tors needed central station power with which to operate an oxygen 
generator to provide oxygen to save a life. The father went to the 
power company requesting service be extended to the farm. The 
power company made an estimate of the cost of building the line and 
demanded the cash on the barrelhead before construction could be 
started, even though security existed in a $50,000 debt-free farm and 
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a 32-volt farm lighting system that was costing $15 to $20 per month 
to operate for gasoline alone. Ready cash in those days, during the 
depression, was not readily available and so the line was not built. 
Luckily the doctors were able to obtain bottled oxygen and with the 
help of this oxygen the young man finally recovered. 

Several years after this particular incident, the REA administra- 
tion was formed and money was made available to cooperatives for 
construction of lines, and in this particular community, a cooperative 
system was in the process of construction. As the construction of the 
cooperative’s line neared the farm home, of which I spoke, the private 
utility was not at all hesitant, in fact they petitioned to build a line 
into this home without cost. Why in so short a time could cost of 
service decline so much ¢ 

The cooperatives, public utility districts, and municipalities have 
set the examples for the private utilities, and during the past several 
decades the private utilities have had to assume utility responsibility 
to survive. If the recommendations of the Hoover Commission be- 
come the criterion, this control of private utilities would be lost. If 
this control of the private utilities is lost, how do we know that con- 
ditions would not again be like those 20, 25, and 30 years ago? The 
Commission says the FPC is adequate control of private utilities. 
We do not believe so. 

A classic example of a private utility’s neglect in carrying out its 
utility responsibility is the history of the power company which served 
the area along the coasts in Oregon some years ago. This company op- 
erated the system along the central Oregon coast during the 1930's 
and early 1940’s; definitely not for the benefit of the ultimate cor 
sumer because power supplies were inadequate and service was deplor- 
able. Power outages of durations as long as 6 to 8 days were common. 
The company was only interested in serving the urban areas and any- 
one living outside these congested areas had to be content with primi- 
tive forms of light, heat, and power. The company was taking care 
of its stockholders in preference to assuming its utility responsibility. 

The people of the area raised up in protest against the service being 
provided by the private utility, and this protest resolved in the forma- 
tion of a people’s utility district in 1940, After negotiations with the 
company over several years, the people’s utility district purchased the 
system and began operating its own system in 1943. At the time op- 
erations were inaugurated under the people’s utility district, the sys- 
tem served approximately 5,000 customers with 7,798,120 kilowatt- 
hours annually. The average customer annual use of electricity was 
1,500 kilowatt-hours; the average customer cost of power was over 
3 cents per kilowatt-hour. _ Ae 

The people’s utility district set up operations on the principle of 
assuming the responsiblity to serve the entire area. They recognized 
their utility responsibility to serve all who come with adequate service 
at the lowest possible cost without discrimination. 

The Central Lincoln P eople’s Utility District operates for the bene- 
fit of the people it serves, not for any small group of stockholders or 
individuals. By means of low-cost revenue bond financing, the dis- 
trict has provided complete area coverage. It has provided an ade- 
quate, dependable power supply to its system from the Federal 
transmission grid system. It has provided service at the lowest pos- 
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sible cost consistent with sound business principles without special 
benefit for a selective few. 

As a result of operating on a policy of complete utility responsibility 
of service to all at lowest cost, the area served by the people’s utility 
district has prospered and developed until today the district serves 
11,000 customers with 125,000,000 kilowatt-hours annually. The aver- 
age customer is using 11,749 kilowatt-hours annually, and the average 
cost to the customer is $0.0134 per kilowatt-hour. 

The system of the Central Lincoln People’s Utility is on the end of 
the line as far as the Federal transmission system is concerned. So 
long as sufficient generating facilities are available to produce the 
necessary power for all in the Northwest and so long as adequate 
transmission facilities are available to transmit this energy to the 
ultimate distributor, the district, along with other public agencies, 
has nothing to fear as far as a continuing, adequate power supply is 
concerned. Any shortage of generating capacity or transmission 
capacity will jeopardize the service to Central Lincoln People’s 
Utility District and others. 

The present administration and the Hoover Commission recom- 
mend that the Federal Government lessen its activity in the develop- 
ment of hydroelectric potentials and the construction of transmission 
lines, leaving these activities to private utilities. If the recommenda- 
tions of the Commission relating to development and delivery of power 
are accepted, it will ultimately place the many cooperatives, public 
utility districts, people’s utility districts, and other public agencies at 
the mercy of the private utilities by limiting the power supplies at 
the point of generation and transmission-line capacities to deliver the 
power to these public agencies, thus impeding the public agencies’ 
ability to carry out their utility responsibility to the people in their 
respective service areas. 

Anything less than the complete, comprehensive development of the 
hydroelectric potentials of the Northwest on a regional, coordinated 
basis and a transmission system to deliver the power to the point of 
use will be detrimental to the general economy of the Northwest, and 
anything that is detrimental to the general economy of the North- 
west, is also a detriment to the Nation as a whole, because who can 
say that the industrial development of the Northwest has not bene- 
fited every State in the Union; even those several highly populated 
small States in the East who pay so much in taxes, according to the 
Hoover Commission. 

To place the reins of hydroelectric development, transmission, and 
distribution of power in the hands of private utilities would not be 
to the benefit of the general public because it would increase the cost 
of electric energy in the Northwest. 

Electricity is the Northwest’s prime energy base, and so long as its 
cost remains low, the area will prosper and develop. Raise the cost of 
electricity, and the economic development of the area will be retarded. 

Mr. Jones. Thank you, Mr. Bauer. Any questions? 

Mr. Liescoms. How large is your Central Lincoln People’s Utility 
District ? ; ; 

Mr. Bauer. We are at the present time serving 11,000 customers. 
Our area extends approximately 120 miles along the central Oregon 
coast. We are very narrow, but we do extend a considerable distance 





2470 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


along the coast where operating problems are quite severe in that 
we have a lot of storms out there. 

Mr. Liescoms. How is a people’s utility district organized ? 

Mr. Bauer. A people’s utility district is organized—pardon me. 
We have in Oregon a people’s utility district law which sets up the 

oundwork for the formation of individual people’s utility districts. 

n our particular case down there, the people within the area vote to 
band themselves into a municipal corporation for the purpose of serv- 
ing themselves with electricity. The law also provides that they can 
also go into the water business if they so desire. 

Mr. Liescoms. When were you formed ? 

Mr. Bauer. It was voted into being in 1940 and it was in 1943 that 
they acquired the distribution system of the private power company 
that operated in the area at that time. 

Mr. Lrescoms. How did you acquire the financing? 

Mr. Baver. Through revenue bonds sale on the open market. 

Mr. Liescoms. Did you have any REA loan? 
mee Baver. No REA financing. It has all been through revenue 

ondas. 

Mr. Lirscoms. Are you satisfied with the operation of the North- 
west pool ? 

Mr. Bauer. As far as our district is concerned, the operation of the 
Northwest power pool has done a remarkable job. They have shown 
that they can get along together, both private and public power groups, 
and T am confident they will continue to do a good job as long as there 
is adequate power available with which to serve all who might desire 
it. But should facilities become cramped, then that is another ques- 
tion. I would not want to comment on that or predict what the out- 
come might be. 

Mr. Lirscoms. When power is short, being at the end of the line 
you participate in the Northwest power pool ? 

Mr. Baver. No. Our power supply comes directly from the Bonne- 
ville Power Administration, so our direct participation in the power 
pool is actually nil; except that Bonneville participates in our behalf. 
IT might add that. 

Mr. Lirscome. It is feasible that at some time Bonneville would 
be short and these private utilities that you do not care for might be 
supplying the power that would come into your system. Is that 
right? 

‘Mr. Bauer. Yes. T might cite an example. For instance, a part 
of our system, the north half approximately, is served by a trans- 
mission line from the Willamette Valley over the coast range into 
our service area. That particular line has a certain capacity. We 
are taking power off of that, and an REA cooperative. With the 
load growth which we are experiencing out on the coast, it will not be 
many years before that line is loaded to its ultimate capacity. Then 
the question comes up of who is to provide the adequate capacity to 
meet our power requirements. ay. 

We feel that that is the Bonneville Power Administration’s utility 
responsibility to us when they entered ito a firm contract with us to 
provide our power needs. Therefore, we feel that the Federal Govern- 
ment, through the Bonneville Power Administration, must _imple- 
ment their transmission system as the time comes about to take care 
of their obligation to their customers. 
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Mr. Lirscoms. What rate of interest do you pay on your bonds? 

Mr. Bauer. We pay various rates on our various issues. As I recall 
offhand, our lowest rate is about 214 percent and our top rate is 3.33 
percent, I believe, giving us a composite rate of a little less than 
3 percent. 

Mr. Liescoms. Do you make payments in lieu of taxes? 

Mr. Baver. We pay in Oregon in the public utility districts, prop- 
erty taxes on a par with the private utilities. We just received a tax 
bill and it amounted in round figures to $175,000 on our system, which 
was paid to the counties in which we operate. We operate in four 
counties. 

Mr. Lirscoms. What is your power rate, per kilowatt ? 

Mr. Bauer. To our customers ? 

Mr. Liescoms. Yes, sir. 

Mr. Bauer. The overall average of all kilowatt-hours sold for the 
past 12 months was 1.34 cents per kilowatt-hour. 

Mr. Lirscoms. That is the average ? 

Mr. Bauer. That is right. 

Mr. Liescoms. How does that compare with the nearest municipally 
operated system, or private system ? 

Mr. Bauer. Some of the municipal operations in the area will beat 
us on rate, which is to be expected because they operate in a densely 
populated area where their customer density per mile is high, while 
our system is spread out over 100 miles along the coast and, conse- 
quently, our customer density per mile is low and our operating costs 
are high because of the inclement weather we have. 

Naturally, our operating expenses are higher. So our rates are 
consequently a little higher also. 

Mr. Lirscoms. Thank you. 

Mr. Jones. Thank you again, Mr. Bauer. It was nice to have you 
today. 

Mr. Bauer. Thank you. I appreciate the opportunity. 

Mr. Jones. There is attached to your statement the testimony given 
by Mr. Martin before the Hoover Commission task force. Since that 
is a matter of public record, there will be no need of making it a part 
of the record, but we will note it. 

Mr. Jones. Mr. Ivan Congleton. 

(No response. ) 

Mr. Jones. Mr. E. W. Johnson, of the Inland Navigation Co. of 
Portland. 


STATEMENT OF E. W. JOHNSON, REPRESENTING THE INLAND 


NAVIGATION CO. AND THE UPPER COLUMBIA RIVER TOWING 
co. 


Mr. Jounson. My name is E. W. Johnson. I represent the Inland 
Navigation Co. and the Upper Columbia River Towing Co., two certi- 
fied common carriers operating towboats and barges on the Columbia, 
Williamette, and Snake Rivers; and I am here today to protest the 
imposition of any user charges, tolls, or other kinds of charges on 
inland water transportation. 

The reasons for my stand are many. Briefly a few of them are: 

1. The Congress of our United States in 1787 decreed “No tolls or 
operating charges whatsoever shall be levied upon or collected from 
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any vessel, dredge, or other watercraft for passage through any lock, 
canal, canalized river, or other work for the use and benefit of navi- 
gation now belonging to the United States and that may be hereafter 
acquired or constructed.” Thus, a national policy and tradition was 
laid out. Our Congress has zealously guard this policy and the entire 
Nation has prospered by that guardianship. 

2. Lack of user charges is not a discrimination against other forms 
of transportation. Without our inland water system, other means of 
transportation are generally inadequate to perform the transportation 
that would be required of them. One does not have to look further 
than right here on our Columbia River system at the perpetual boxcar 
shortage to see this inadequacy. 

Any imposition of fees on inland waterways would necessarily 
eat to be applied to ocean ports as well as inland waterways unless 
it be frankly admitted that the whole purpose is to reduce the water- 
ways competitive value with relation to the railroads. 

4. User charges would be passed on to the taxpayer in the end in 
any case. 

5. Application of user charges would seriously impede the indus- 
trial expansion of our Nation, 

6. The present margin between water and land transportation is 
Bei User charges would disrupt our present transportation system. 

. A study of the nonreimbursable costs allocated to Bonneville, 
The Dalles, and McNary Dams for navigation features reveal that 
even a l-percent user toll would impose charges of nearly $750,000 
per year. Charges of this magnitude against the water transportation 
carriers on the Columbia River would be utterly fantastic and posi- 
tively untenable. 

8. The transportation records of World War II forcefully show the 
dire position our Nation would be in if we were without our great in- 
land waterway system which would be the result of the imposition of 
user charges. 

These are but a very few of the sound reasons for my stand against 
the imposition of any type of user charges on the inland water trans- 
portation system of the United States. 

The fact that we do not have any clear idea of what is proposed, 
we cannot make any definite recommendation until we see the actual 
wording of the proposed legislation. 

If and when any such bills are presented to Congress, we urge that 
public hearings be held so that this matter may be publicly studied. 
When such public hearings are held, we stand ready to present detailed 
and amplified statements substantiating our stand in opposition to the 
obviously discriminating user charges against the great inland water 
system of the United States. 

I thank you for the privilege of appearing before you to make these 
statements. 

Mr. Jonrs. Thank you very much, Mr. Johnson. Any questions, 
Mrs. Griffiths ? 

Mrs. Grirrirus. No questions. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lirscoms. No questions. 

Mr. Jones. Again let us thank you. Mr. J. D, McDonald, repre- 
senting the Oregon State Federation of Labor. 
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STATEMENT OF J. D. McDONALD, PRESIDENT, OREGON STATE 
FEDERATION OF LABOR 


Mr. McDonaup. Mr, Chairman and members of the committee, 
the statement which the Oregon State Federation of Labor is present- 
ing to you, the first five pages, all except the last paragraph, are con- 
tained in the task-force report which our statistician made to the 
task force on June 28. 

I might say I am not repeating the first five pages, but the last 
paragraph of the same report that we made to the task force on June 
28, 1954. So that will expedite the business. 

Mr. Jones. Will you state that again? 

Mr. McDona.p. Page 5, starting with the last paragraph, is new. 

Mr. Jones. Then all previous sections were submitted to the task 
force ? ' 

Mr. McDonap. No. The first five pages. 

Mr. Jones. Then in that event, Mr. McDonald, we will give it the 
same treatment as Mr. Bauer’s statement, in view of the fact that it 
is already a matter of public record, and it will not be necessary for it 
to be reproduced in these hearings but will carry a notation of refer- 
ence to the task-force hearings of the Hoover Commission. You are 
starting on page 5 then ¢ 

Mr. McDonatp. Yes, sir; in the last paragraph. 

Since preparing our statement for the task force’s June 28, 1954, 
hearing at Portland, we have at the request of the subcommittee of 
the Oregon Commission on Interstate Cooperation furnished that com- 
mittee with a statement that may also be of interest to this committee. 
But, before presenting that statement, I want to further emphasize 
the importance—and in the light of recent events—the growing impor- 
tance of flood-control measures. Measures of a magnitude that re- 
quire, without delay or hesitation, Federal action. 

The 1948 Vanport flood in Portland killed 36 persons, destroyed 
5,000 homes, made 35,000 people homeless, forced evacuation of 100,000 
persons, flooded 251,000 acres, breached numerous levees, and caused 
damage of $103 million. Recent floods in the northeastern section of 
the United States wreaked much greater damage in a longer and fully 
settled area of the Nation. The damage in the 1948 flood, here, could 
have been greater. In fact, here in 1894 we had a greater flood. 

In addition to the New England flood of 1955, the Missouri River 
flood of 1953 broke all previous records and there is no reason to be- 
lieve that possible future Columbia River floods could not also reach 
new records. 

The Army’s 308 report published in 1949 proposed to control these 
floods by means of a main control system of upstream storage reser- 
voirs such as the proposed high Hells Canyon Dam. The Corps of 
Engineers is now restudying the 308 report of 1949, including the 
flood-control features. We believe that the corps should provide for 
several States if developing upstream storage dams in the Columbia 
River Basin sufficient to ultimately cut the 1894 flood in half, to about 
600,000 cubic feet per second at The Dalles, Oreg. 

Yes, it is obvious that the control of Columbia River floods would 
greatly improve power production and facilitate navigation. 
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I would remind you that the New England situation demonstrates 
graphically what happens when the Federal Government does not 
assume its responsibility in multipurpose development. That area 
has extremely inadequate flood control plus the highest power rates 
in the Nation. The economic effects of such a disastrous combination 
are there for all to see. We in the Northwest do not want it to happen 
here. 

To sum up, both our original statement made to the task force and 
these additional remarks I have just made, here is the statement we 
made to the subcommittee of the Oregon Commission on Interstate 
Cooperation. We believe that it is pertinent to your study: 


PORTLAND, OREG., August 26, 1955. 
To: Subcommittee, Oregon Commission on Interstate Cooperation. 


We believe that it is only through a federally developed regionally operated 
plan that regional resources may be properly, safely, fairly, and adequately de- 
veloped in the interest of maximum conservation and the greatest benefit to all 
States of the Northwest. 

From numerous post World War II convention actions of the Oregon State 
Federation of Labor it is obvious that the federation would be opposed to inter- 
state compacts which involve water and related resources of the Columbia River 
Basin. 

We agree with Dr. Paul J. Raver, former Administrator of the Bonneville 
Power Administration, that there is a “direct parallel between the matter 
of putting water on the land and putting power from the * * * dams into 
industry and job-creating activities * * * (to) make it possible for individuals 
to provide themselves with a livelihood through their own initiative and their 
own work upon farms developed as a result” of that resource development. 
(Pp. 50-51, convention proceedings, 1951, Oregon State Federation of Labor.) 

The 1948 convention of the federation declared that it believed that legislation 
should be enacted “establishing * * * river authorities * * * to bring the bene- 
fits of flood control, public power and land development to our people.” (P. 71, 
convention proceedings, 1948, Oregon State Federation of Labor.) 

We pointed out to the task force on Water Resources and Power, of the Com- 
mission on Organization of the Executive Branch of the Government, at a public 
hearing at Portland, Oreg., in June 28, 1954, that “Such an authority would re- 
tain the best features of operation of private industry. While the electric-power 
generation and other continuing activities of the authority would be publicly 
owned it would be operated as private industry is operated. It would be a cor- 
poration with the Government holding the stock, but with the freedom of oper- 
ation of a privately owned enterprise. It would combine in one administration 
some score of Government activities that now are administered by as many Gov- 
ernment bureaus and agencies as there are activities. Duplication of effort and 
conflict would be eliminated.” 

Earlier, at the federation’s 1946 convention, the following policy concerning 
such an authority was adopted: 

“While we approve of the CVA principle and recognize that in area and 
regional development, Federal legsilation and control is necessary, we insist that 
the ‘members of the CVA board live in this region and administration be centered 
in the region and not in remote quarters in the Nation’s Capital’ * * * We recom- 
mend * * * the (CVA) principle together with whatever legislation is required 
to effectuate the policy but that the executive secretary (of the federation) be 
instructed to resist granting any further authority to the CVA than is absolutely 
required to do its job.” (P. 85, convention proceedings 1946, Oregon State Federa- 
tion of Labor, and p. 71, convention proceedings, 1948, Oregon State Federation 
of Labor.) 

During its 1954 convention, the federation restated “its position for full com- 
prehensive development of the Columbia River Basin” and declared that “the 
only sound program of river development is one in which either the Federal 
Government or a corporation set up by the Federal Government” carries out 
that development on a regional basis. (P. 115, convention proceedings, 1954, 
Oregon State Federation of Labor.) 
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During the recent session of the legislature, the federation opposed proposed 
legislation to ratify a proposed interstate compact on water resources. 

OREGON STATE FEDERATION OF LABOR, 
J. T. Marr, Evecutive Secretary. 

That completes the statement I have to make here, Mr. Chairman. 

Mr. Jones. Thank you very much Mr. McDonald. Any questions / 

Mr. Lirscoms. No, I have none. 

Mrs. Grirritus. I have none. 

Mr. Jones. Thank you very much. Mr. Frank Warm. Mr. Ivan 
Congleton. 

Mrs. Humpurey. There was some misunderstanding about him. 
He thought he was coming tomorrow and his secretary evidently did 
not get the word to him. 

Mr. Jones. The committee will stand adjourned until 9:30 in the 
morning. 

(Whereupon, at 5:20 p. m. the hearing was adjourned until 9:30 
a.m. the following day, Tuesday, December 6, 1955.) 








COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


(Water Resources and Power Report) 
Part 13—Portland, Oreg. 


TUESDAY, DECEMBER 6, 1955 


House or REPRESENTATIVES, 
SPeciAL SUBCOMMITTEE ON WATER RESOURCES AND PowWER 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Portland, Oreg. 

The special subcommittee met, pursuant to adjournment, in the 
Portland State College Auditorium, Portland, Oreg., at 9:40 a. m., 
Hon. Robert E. Jones, Jr. (chairman of the special subcommittee) 
presiding. 

Members present: Representatives Jones, Griffiths, and Lipscomb. 

Also present: William C. Wise, staff director; William L. Sturde- 
vant, staff member ; and Robert Morris. 

Mr. Jonrs. The committee will come to order. 

Mr. Allan A. Smith, attorney for the Pacific Power & Light Co. 
Mr. Smith. 


STATEMENT OF ALLAN SMITH, ESQ. SMITH, GRAY, HILL & 
RODGERS, GENERAL COUNSEL, PACIFIC POWER & LIGHT CO. 


Mr. Smrrn. Mr. Chairman and members of the committee, I want 
to express my gratitude for the opportunity to appear before this 
committee in consideration of a number of problems that are of 
importance to the people in the Northwest and to the companies which 
I represent. 

Mr. Chairman, my name is Allan Smith. I am a member of the 
law firm of Smith, Gray, Hill & Rodgers, general counsel for Pacific 
Power & Light Co., and we also represent Pacific Northwest Power 
Co. in many of its legal problems. 

The Pacific Co. serves a little less than 300,000 customers in the 
Pacific Northwest. It had an alltime system peak in November this 
year of 861,500 kilowatts. The area at the same time had an alltime 
high of 8,395,400 kilowatts. As we go along you will note how this 
dramatizes our interest in the hearings which you are conducting in 
respect of power supply and the parts of the Hoover report that deal 
with that subject. Before discussing these two subjects let me give 
you some background. 

In 1933 President Roosevelt was given authority to spend $2 billion 
as he might see fit to provide employment to our then idle workers. 
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He selected Bonneville and Grand Coulee as projects, the construction 
of which would contribute to the alleviation of that roblem, and allo- 

‘ated money to start them. At that time the president of the Pacific 
Co. issued a public statement in which he welcomed the decision to 
construct the plants, expressed confidence in the ultimate need for 
the power output and pledged the company to pass on to its customers 
any savings that might accrue from the purchase of power from those 
projects when completed. He was joined in that pledge by the presi- 
dents of other utilities in the area. 

That pledge has been faithfully kept. Not only is that true, but 
in the early part of World War II the Pacific Co. and all of the 
other private utilities in the Pacific Northwest joined with the Bonne- 
ville Power Administration and the public agencies which had gen- 
erating facilities in the formation of what has become known as s the 
Northwest power pool. This now embraces the operations in Utah, 
Idaho, Montana, Washington, and Oregon, and, as a matter of fact, 
the western portion of British Columbia. Soon a line will join this 
pool with Wyoming operations. 

This combination of generating agencies, public and private, has 
contributed a minimum ‘to the capacity of the area of seven to eight 
hundred thousand kilowatts. This is a voluntary organization which 
has functioned for more than a decade and has enabled this area to 
carry its load under what would have been otherwise impossible con- 
ditions. It is a striking example of what can be done by teamwork. 

Not only have we joined with and carried our part in the formation 
and maintenance of the power pool, but we have joined with these 
same agencies, public and private, in the formation of what has come 
to be known as the Northwest Utilities Conference, a voluntary or- 
ganization to keep abreast of power development and particularly to 
present to Congress a united front in support of appr ‘opriations for 
generation and of an efficient and economical operation at Bonne- 
ville. This was in 1947, when the rumblings against appropriations 
were heard all around the Nation. McNary and Chief Joseph were 
barely started; Hungry Horse was moving slowly; Albeni Falls was 
teetering; the projects in the Willamette Valley, more important for 
flood control than power, were having hard sledding. The conference 
lent its support to appropriations necessary to prevent a break in the 
construction of these projects, and to assure competent and efficient 
operation by Bonneville. I have personally journeyed many times to 
Washington to appear before your respective committees in support 
of these ] projects, alongside the representatives of the cities of Seattle, 
Tacoma, and Eugene, and other public agencies of this area. We were 
all beating the same drum, singing the same song. It was then ap- 
parent to ‘the people in the utility business here that more generation 
would be needed than was then in the offing, but in 1950 there came 
the edict, “No new starts.” However, the area did not stand still. 

Seattle proceeded to the completion of its Skagit project. Tacoma 
enlarged its Cushman development and ever since has been trying to 
build a project on the Cowlitz River. Eugene has projects on “the 
McKenzie. Washington Water Power built Cabinet Gor ge. Pacific 
built Yale. Portland General Electric enlarged its plants on the 
Clackamas and the Willamette, and for almost a decade has been try- 
ing to build Pelton. The Korean war dropped the bar against new 
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starts and the Government is now building The Dalles. All this rep- 
resented the spending of huge sums of money, federally and locally. 
It was in every essence a mutual undertaking : and recognition of the 
effort necessary to get a job done, but the job i is not yet finished. 

In 1933, when Bonneville and Grand Coulee were author ized, with 
ultimate capacity of approximately 214 million kilowatts, the load of 
the pool area was 1,200,000 kilowatts, and without these projects there 

was sufficient gener ation, with reasonable reserves, to take care of the 
load. Since that time the load has grown to more than 8 million kilo- 
watts, and by 1965 will reach 1414 million kilow: atts, requiring during 
the next decade the expenditure of $3 billion for power gene! ration 
and transmission alone. That means doubling the tempo of spending 
and twice the amount the Government has spent in this area in the 
last decade. The Government must continue to spend an amount 
approximately equal to its present expenditures for power in this 
region just to complete the projects it now has under construction. 
If it fails to do so, the shortage now indicated for 1960 will be moved 
ahead in keeping with the reduced amount of the annual expenditures. 

From 1965 to 1970 we will need 3,500,000 more kilowatts, costing 
another $214 billion. We submit that to get this job done will require 
the effort and tax the resources of every agency involved—public, 
private, and governmental. It should be a mutual undertaking and 
recognize the effort needed to meet the power requirements of the area. 

We are doing everything the Lord and the law will permit us to 
do to meet this critical condition in time, and time is running out. 
We are straining at the leash to do more. Let me illustrate: We are 
investigating 2 sites on the Lewis River; with 3 other companies 
we have applied for a license to build 2 projects on the Snake, and 
with 2 of the companies are prepared to make advance payments for 
power to get John Day built. 

Others are as vigilant and at work. Last year you deauthorized 
Priest Rapids and the Grant County Public Utility District has just 
been issued a license to construct that project by the Federal Power 
Commission. We are negotiating for the purchase of some of that 
power. To finance it, the district must sell to large distributors. 
We are glad to make an assist by the purchase of a substantial block 
of power. Washington Water ‘Power is pr epared to build Noxon. 
Portland General is looking into another project on the Clackamas. 
The Puget Sound Council is considering Wells and the Chelan Pub- 
lic Utility District is looking at Rocky Re: ich, both on the Columbia: 
and I suppose you have heard something about the Idaho Power 
program on the Snake. There are others. 

So you see, we are not idle and we are by no means entirely depend- 
ent on the Federal Government. The great effort we are making 
to take care of our own needs demonstrates our willingness to do 
what is necessary to get generation ahead of the load. You will 
recognize that many of the Hoover recommendations are in accord 
with what we are doing. I call your attention to some of them. 

We are in accord generally with recommendation No. 1 made by 
the Hoover Commission. I am talking about the recommendations 
made by the Commission and not by the task force. We believe water 
resources should be developed to assure their greatest use and their 
maximum contribution to the national economic growth, strength, 
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and general welfare. Generally speaking, this is accomplished best 
by a general overall plan for a drainage area, recognizing, of course, 
the need of flexibility and revision to meet changing conditions and 
the lessons of experience. Manifestly, there are occasions when a 
project is beyond the Se or capacity of an area. When flood 


control or navigation or reclamation are dominant, the Government 
may properly take over. Manifestly, the Federal Government should 
have respect for local laws if for no other reason than to set the 
example. You can’t complain much about violation of law by an 
individual when the Government itself refuses to observe the con- 
sidered act of a lawmaking body. There may be a few instances 
where the Federal Government can provide advisory assistance, but 
if by this is meant “advice” on the economics and feasibility of a 
project, it can be better secured outside the Government. Of course, 
there should be some evidence that a proposed Federal project is 
economically justified and financially feasible, but in the final analysis 
on these matters you pretty much must depend upon the Congress 
itself. I don’t believe Congress should abdicate that responsibility. 

As to the centralization in one agency of the review of adequacy 
of hydrologic data, I have no fixed opinion. I am inclined to believe 
that the problem is so huge that maybe it is better to break it down 
than to centralize it in one agency. 

I am in accord with the principle of control of expenditures by 
Federal agencies by Congress. I believe the time will come when 
it will be recognized that there should be some agency to which an 
appeal can be made if a customer feels he is not receiving fair treat- 
ment or is being charged a discriminatory rate. In my book, the 
Federal Power Commission is the best equipped at the present time 
to take on that job without spending years educating and experiencing 
a new group of bureaucrats. 

We are, of course, in favor of recommendation No. 11 (a), that 
we be permitted to purchase a fair share of Federal power. After 
all, our customers are the people affected by an unfair discrimination 
in the sale of power from Federal projects. Federal projects are 
constructed with the advantage of Government interest rates and 
completely free from taxpayments. Our customers, who with all of 
the rest of the people of the United States, finance the project, should 
not be deprived of a fair share of the power. I don’t think anyone 
can disagree with the fairness of that statement. 

In respect to recommendation No. 15 (a), we are in accord with 
its provisions. We think, however, the public agencies in this area 
should also be given the opportunity to provide capital or electrical 
equipment. With that exception we think that recommendation 
sound. It will relieve the Federal Treasury from substantial ap- 
propriations, allowing the moneys to be spent elsewhere on flood 
control or other vitally needed public purpose. Such a program would 
provide the means and the backbone for the kind of teamwork that 
is necessary for this area to meet its power problems in the next decade. 
that I am sure will appeal to the members of this committee and, I 
am confident, to the American public. 

The Government can do this and lose nothing. It is a program 

Mr. Chairman, I have with me a pamphlet which is made up 
from an address that Mr. Paul B. McKee, the president of the Pacific 
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Power & Light Co., made to the Chamber of Commerce of Portland 
some 2 or 3 weeks ago. It is a collection of material showing the 
power problems in the Northwest, and what they amount to in the 
way of capacity and the amount of money that is required to do the 
job. I would like to submit one of those as an exhibit and as a part 
.of my presentation. I have some extra copies for the members of 
the committee. 

Mr. Jones. Without objection, the address to which the witness 
has referred will become part of the record after the formal state- 
ment that has just been presented. 
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(The document referred to is as follows :) 
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THE MAP 


This is the growing Pacific Northwest, a longtime leader in the use of electric 
power. Over a period of nearly 40 years, it has developed the world-famous 
Northwest power pool. This vast network of transmission lines distributes 
throughout this great region the output of all its major powerplants to 1,700,000 
customers, of which more than 1 million are served by private utility companies 
and 660,000 by public agencies. The rapid growth of the area can be measured 
in terms of its demand for electric power—from 1,200,000 kilowatts in 1930 to 
7,750,000 kilowatts today. By 1965 this area must have at least 14,440,000 
kilowatts to meet its needs, and by 1970 the region will need 20 million kilowatts. 

This is a big job—but no bigger than is being done as part of the day’s work 
in other regions. The needs of the Pacific Northwest can be met. Proposed 
power projects already on the drawing boards of the power agencies of the area 
can provide more than enough electricity to supply requirements through 1965 
and beyond—if we all get to work. The job is to get these plants underway. We 
need action—now ! 
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This is the picture of Northwest power use, past and future. Beyond 1955 
the estimated demand for power is based on studies by the engineering section 
of the Pacific Northwest Governors’ Power Policy Committee, in which all power 
agencies of the region have cooperated. Against this picture of steadily rising 
demand are shown the region’s power resources. As of 1955 these resources, 
almost equally divided between local and Federal, are big enough to carry the 
load. Federal projects now under construction, if kept on schedule, will meet 
the demand until approximately 1960. It takes from 4 to 10 years to build 
large hydroelectric plants. That means these Federal projects must be completed 
on schedule and new projects must be started now ito fill the tremendous gap 
of 9 million kilowatts between power needs and power resources in the years from 
1960 to 1970. And unless the gap is filled, the region’s growth will be seriously 
retarded. 
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Dollar Expenditures aures 
To Meet Projected Needs 
1955-1965 





FEDERAL PROJECTS 
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An additional $2.5 billion required beyond 1965 to meet 1970 needs 





Now let’s look at the dollars needed for power development just between 
1955 and 1965. The $1 billion needed to complete Federal projects now under 
construction—principally McNary, Chief Joseph, and The Dalles dams—still 
remain to be appropriated by Congress. To complete the job through 1965 
will require the additional amount shown in the red area of the chart or $2 
billion. In other words, through the next 10 years, the region must have an 
average of $300 million a year—or $3 billion. This is twice the amount Congress 
has appropriated for Federal power facilities in the Pacific Northwest in the 
past 10 years—a period when this area was receiving some 40 percent of the 
total of such congressional appropriations. This period also marked the high 
point of congressional spending for such purposes. To carry the power supply 
job on from 1965 to 1970 will require an additional $2% billion. It is evident 
that it will be necessary to team up every Federal dollar we can get with the 
funds that local agencies are willing and able to invest if we are to accomplish 
this vital power development. 
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Northwest Power Pool Facilities 
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This is a picture of the large investment that has been made to provide the 
region with the power facilities it uses today. Traditionally in this country, 
power supply has been a local responsibility, with each area providing its own 
generating capacity. But in the Pacific Northwest, the Federal Government 
stepped into the picture with a series of spectacular multipurpose river develop- 
ment projects. Even so, local agencies, private and public, continue to carry 
more than half the load and are abie and willing to develop the additional 
power this region must have, over and above whatever can be financed by a 
hard-pressed Federal Treasury. 
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For many years the Pacific Northwest has led the Nation in the large use and 
low cost of electric service. These charts show that before the first Federal 
power development was even started in the region, homes here used more than 
twice the national average amount of electricity, and got this energy for only 
about half the national average cost. This favorable relationship has continued 
throughout the past 25 years. The aggressive and forward-looking policies of 
the region’s local utilities made this record possible, and the same philosophy 
of abundant, low-cost power is behind their plans today for new hydroelectric 
developments in the area. 

(While figures used in these charts are for Pacific Power & Light Co., the 
use and cost figures of other systems in the region follow the same general 
pattern. ) 
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Every utility system naturally wants to obtain its power supply at the lowest 
possible cost. It should be understood, however, that the cost of generation is 
only a small part of the total cost of providing electricity to the user at the point 
where it is needed, and at the voltage which can be used. For example, a 20 
percent reduction in the cost of generation would mean only about a 4 percent 
reduction in the total cost of serving the customer. It is important to keep this 
relationship in mind when studying the region’s power supply problem. If gen- 
erating costs are overemphasized to the point of blocking anything except tax- 
free, Government-subsidized power generation, the region will soon run out of 
power, and the resultant losses will far exceed the narrow margin of illusory 
benefits from an all-Federal program. 
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Power Costs and Industry 
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The Pacific Northwest wants new industries which will provide expanding op- 
portunities for its citizens and broaden its economy. Those of us who are actively 
seeking new industries have learned from actual experience that when an indus- 
trialist looks at a new area he asks about raw materials, markets, labor supply, 
transportation, political climate, community facilities, and taxes. On the subject 
of power, the typical industrialist is most interested in the adequacy and depend- 
ability of power supply. So long as power rates are fair and reasonable for the 
service rendered, they normally play a very small part in the final decision. This 
chart shows why. For United States industry as a whole, the cost of electric 
power amounts to only a little more than one-half of 1 percent of the total cost 
of the finished product. It is clear, therefore, that so long as we can offer ade- 
quate power, we shall continue to see expansion of industry and payrolls in the 
Pacific Northwest. But if we permit obstructionists to block the development 
of new hydroelectric projects, we will surely run out of power—and industrial 
growth will come to an abrupt halt. 
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Comparison of Power Costs 
Portland vs Other Cities 
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Let’s take a look at some typical industries and see what inducement to move 
to this region we could offer them, based on our low power costs. For example, 
the power bill saving that could be offered a large pharmaceutical house in an 
eastern seaboard city would probably be about 26 percent. And for a major 
rubber manufacturer in the north central United States, about 44 percent. But 
electric power for the pharmaceutical manufacturer represents only 0.4 percent 
of his total costs, so his saving would be only one-tenth of a cent per dollar of 
product. And power costs for the rubber plant are only 0.83 percent of total costs 
to begin with, so we actually offer a saving of less than four-tenths of a cent per 
dollar. It adds up to this: cost of power, in most cases, is not an important factor 
in location of industry; an assured supply of power is. Therefore, our most 
essential job is to see that power is ready in ample supply to meet the demands 


of the future. 
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Proposed Projects Can Do The Job 
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Can the job be done? Can that “question mark” period in our power supply 
picture beyond the year 1960 be filled? The answer is, ‘Yes,’ provided all of us in 
the area—Federal agencies, local public agencies, and private companies—cooper- 
ate with one another to get results for the region. And provided also that politi- 
cal obstructionism is not permitted to interfere with a program of action. After 
all, this is not a political problem. It is a practical problem that requires huge 
amounts of investment dollars. The need is clear. The plans are sound. The 
projects can be readily financed. It is time for all of us in the Northwest to 


work together for the good of the region. 

Mr. Smiru. Mr. Chairman, the private power companies presented 
a statement to the task force. I am advised that a copy of this state- 
ment was presented by Mr. Clarence Phillips as a part of his pre- 
sentation yesterday. If that is correct, there is no need to burden 
the record with another copy. 

Mr. Jones. The document to which you refer, as I understand it, 
which was submitted by Mr. Phillips on yesterday, was already a 
part of the testimony of the Hoover Commission task force, and ref- 
erence was duly noted as to the fact that it was already a part of a 
public document and there would be no need of reprinting it in these 
proceedings. 

Mr.Smirn. No. * 

Mr. Jones. Therefore it was noted with reference so that it could 
be examined by those making inquiry into the report, and it would 
save the public the expense of having to repeat a printing of the 
document. 

Mr. Smiru. My only interest is to see it is made a part of the 
record, and as I understand your statement, it is. 

Mr. Jones. It has been a policy of the committee that documents 
and testimony given before the Hoover Commission task force, since 
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they are a matter of public record, when they are presented to this 
committee we universally apply the rule that it will be noted by 
reference and not reprinted in our proceedings before this sub- 
committee. 

Do you have any questions, Mrs. Griffiths? 

Mrs. Grirrirus. Yes. 

How long has the Pacific Power & Light Co. been in business? 

Mr. Smiru. Yes. Since about 1909 or 1910. 

Mrs. Grirrirus. You do not get all of your power from Federal 
dams, do you ? 

Mr. Smirn. No; we do not. 

Mrs. GrirrirHs. Do you have dams of your own? 

Mr. SmirH. Yes. 

Mrs. Grirrirns. Would you name 1 or 2 of them ? 

Mr. Smirn. The two principal ones I guess are Merwin and Yale on 
the Lewis River in the State of Washington. 

Mrs. GrirrirHs. Do you know how those dams were built? Were 
~_ built with borrowed money, or a bond issue, or something like 
that ? 

Mr. Smirn. Well, certainly some of the money for the construction 
of those dams was borrowed money. I am not sure about Merwin. 
That was built before I had any connection with the company. But 
knowing how these projects are financed, I am sure it may be assumed 
that there was borrowed money that went into that dam. 

Mrs. GrirritHs. When the rate was set originally, did it pay the 
interest on that money and part of the principal ? 

Mr. Smiru. Not out of the rates. No. 

Mrs. Grirritus. How did you pay it back? 

Mr. Smitu. Those bond issues seldom are paid out in your financing. 
You borrow the money for a certain period of time and it goes for a 
long period of time. Sometimes a portion of it is repaid and other 
times it is not, because out in this country at least the electric industry 
is a rapidly expanding industry, so that there is not much point in 
paying off a mortgage and then turning right around and borrowing 
the money back to use somewhere else. 

Mrs. GrirrirHs. Do you just pay interest on the money ? 

Mr. Smiru. So far as the ratepayers are concerned. Yes. 

Mrs. Grirrirus. The ratepayers pay the interest on the money? 

Mr. Smitu. That is correct. 

Mrs. Grirrirus. But the principal is seldom paid off ? 

Mr. SmirH. Oh, I thinkthat istrue. <A part of the general financial 

lan. 
" Mrs. Grirrirus. If the principal were paid off, is it paid off out 
of the rate? 

Mr. Smiru. No. 

Mrs. Grirrirus. How is it paid ? 

Mr. Situ. It has to come out of surplus. 

Mrs. Grirrirus. Well, the surplus is included in the rate, is it not? 

Mr. Smiru. We are not talking about the same thing. What goes 
in—of course, you understand in the regulation of a utility it is per- 
mitted to earn what the regulatory authorities designate as a fair 
rate of return. Then there is paid out of that your operating expenses 
and certain other items, and then it goes into surplus. You pay out of 
surplus, but the surplus is made up of a fair rate of return. When 
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your interest is paid and other obligations of that type are paid, then, 


of course, the surplus is for all practical purposes the property of the 
stockholders. So that if you pay bonds out of the surplus, you are 
using moneys that otherwise would go to the stockholders. 

Mrs. Grirrirus. But it all came from the ratepayers? 

Mr. Smiru. Oh, sure. There is only one place to get money. That 
is not just true of the electric industry, but all kinds of business. The 
consumer always has to pay the bill. 

Mrs. Grirrirus. That is right. 

Mr. Smiru. Whether it is oatmeal, electricity, or anything else. 

Mrs. Grirrirus. I would like to ask you, when you extend these 
wires so that you take in new customers, do you allocate the expense 
of the new lines and the new poles to the new customers, or do some 
of the old ratepayers pay part of that ? 

Mr. Situ. Usually the companies have what they call extension 
policies under the terms of which they take on a customer within a 
certain distance without making any special charge to that customer. 
In that case, of course, the cost of the line goes into the rate base. It 
becomes a part of the rate base. ; 

In other cases, where the extension is more than the policy permits, 
the customer makes—a special charge is made against the customer. 

Mrs, GrirritHs. When you make this extension of service, have you 
ever asked the ratepayers if they are willing to extend the service 
and pay for it? 

Mr. Smirn. If they are willing to do what? 

Mrs. Grirrirus. To extend the service to others and pay for it. 

Mr. Smiru. I am afraid I do not quite understand the point of your 
question. j 

Mrs. Grirrirus. Well, you do not ask the ratepayers if they think 
you ought to extend the line 2 miles down the road, do you? 

Mr. Soiru. Not as a rule. 

Mrs. GrirrirHs. Have you ever given a rate reduction because a 
dam was paid off / 

Mr. Smiru. Because of what? 

Mrs. Grirrirus. Because the dam was paid off. Do you give a rate 
reduction ? 

Mr. SmirnH. We do not have any dams that were paid off, if you 
mean the money that was borrowed. 

Mrs. Grirrirus. I see. That surplus is just used for a division of 
profits among the stockholders ? 

Mr. Smiru. Oh, no; not necessarily. A part of it usually goes into 
additional plant and matters of that sort, and you use a part of that 
money for these extensions and other things you are talking about. 

Mrs. Grirrirus. But the ratepayers have no control over that, do 
they ? 

Mr. Smiru. Not as individuals. No. The State very definitely has 
a control over it, and I presume that the State represents the rate- 
payers, and in that sense the ratepayers do have control over it. 

Mrs. Grirriras. How many of the stockholders are ratepayers? 
Did you ever figure it out? Are all of the stockholders ratepayers? 

Mr. Smiru. I presume all of our stockholders are ratepayers 
somewhere. 
Mrs. Grirrirus. Are they ratepayers to your company ? 
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Mr. Sarrn. We have some stockholders that are ratepayers. Yes. 

Mrs. GrirrirHs. But are the majority of your stockholders rate- 
payers? 

Mr. Siru. Certainly the majority of our stockholders are rate- 
payers somewhere, but not a majority of them are ratepayers to our 
own company. 

Mrs. Grirritus. The majority of your ratepayers are not stock- 
holders, though, are they ? [ 

Mr. Smiru. I would not know. They are not stockholders in our 
company, but I would not know. They may be stockholders in some 
other utility company, or some other business. 

Mrs. Grirrirus. Would you say that one of the distinguishing 
characteristics of private power is that the people who are paying 
the bill have no control over the investment of capital ? 

Mr. Smirn. I would not. 

Mrs. Grirrirus. Well, would you say that one of the distinguish- 
ing characteristics of the building of these public dams is that the 
potpls who are supplying the money have a Representative there in 

ongress to vote “ Yes” or “No.” 

Mr. Smirn. Well, if you want my candid opinion, I would say 
that there is less control on the part of the general public of the ex- 
penditures of that sort than there is in the regulations of our 
companies. 

Mrs. GrirrirHs. Would you explain why ? 

Mr. Smiru. Because the regulatory bodies are manned by people 
of experience; people that are educated in the particular job they are 
doing. They work 365 days a year at it. They are constantly exam- 
ining the records, and the books, and checking every detail in the 
operation of the business. That just is not true on the other side. 

Mrs. GrirrirHs. But the people who are paying the bill have no 
control over you, do they ? 

Mr. Smirn. Well, we get right back to the point that you asked me 
about a moment ago, The individual customer of the company mani- 
festly has no direct control. 

Mrs. Grirrirus. That is right. 

Mr. Smirn. But as a substitute for that in this country we have 
set up these regulatory authorities. They are much better equipped 
than the individual could possibly be to check into the things that 
are necessary to protect the individual’s rights. 

Mrs. Grirrirus. Except that when you are paying taxes you can 
always say to people, “Well, now, you do not want the tax raised in 
order to build this or to do that, do you?” But when you are pay- 
ing rates it is not quite as clear to them that the rate is n ever reduced 
because these services are for this or for that. 

Mr. Smiru. Our people out here are extremely rate-conscious. 

Mrs. Grirritus. I will admit that I think all of you know a great 
deal about it and I am very interested in learning from you just how 
it is done. I think it is a very interesting problem and one we do not 
have in Michigan. 

Thank you a lot. 

Mr. Jones. Mr. Lipscomb? 

Mr. Lirscoms. Mr. Smith, what are the rates in your area? 

Mr. Smiru. You mean the average rates? 
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Mr. Lirscoms. The average rates. 

Mr. Smiru. I presume around 8 mills. I am not a professional 
rate man. That figure might not be correct, but I think it is some- 
where near that figure. 

Mr. Liescoms. Have the rates generally been going up or down? 

Mr. Smirn. Well, for a long period of time it was a general down- 
ward trend. They have been holding steady, I would say, for the 
last 15 years, which for all practical purposes actually represents a 
downward trend, because labor and materials and operating costs 
have gone up tremendously in that period of time. And by holding 
the rates at the level for that period of time you can really consider 
that it is a downward trend. There have been, I think, 1 or 2 minor 
rate increases in the last 4 or 5 years, but I would say that the trend 
is definitely downward in the Northwest. 

Mr. Lirscoms. Even with the expansion that you have been going 
through over this period of years? 

Mr. Smirn. That is correct. Of course, nobody knows how long 
that is going to hold because our costs are very much higher than 
they have been. 

Mr. Liescoms. Thank you. 

Mr. Jones. Mr. Smith, are you in general agreement with all of 
the recommendations made in the Hoover Commission report? 

Mr. Surrn. I would have to premise my statement by saying that I 
have not made a detailed study of the whole of the Hoover report, and 
there are some recommendations that I do know about that I think 
probably I would not be in accord with. 

Mr. Jones. What are those, Mr. Smith ? 

Mr. Suir. Oh, I would not undertake to name them. 

Mr. Jones. Suppose we hurriedly go through the principal recom- 
mendations. Now you have taken up recommendation No. 1. Now 
recommendation No. 2, which is a recommendation that a Water Re- 
sources Board be created, I suppose either to review or to superintend 
the selection or rejection of projects as they are submitted. 

What is your view with respect to that ? 

Mr. Smirn. Which recommendation is that? 

Mr. Jones. Recommendation No. 2. 

Will the clerk hand Mr. Smith a copy of it? 

Mr. Sairu. I do not have your booklet but I have the reeommenda- 
tions in front of me. Thank you. 

I am only going to speak personally with respect to these matters. 

Mr. Jones. 1 understand. 

Mr. Sorru. In respect to that recommendation, of course, I have 
an innate objection to the creation of a lot more boards. I think we 
have an awful lot of boards now and maybe the job ought to be to 
take our present boards rather than to start a new one, because every 
time you start a new board you must cultivate the same soil that has 
been cultivated by the boards that have preceded them. I would 
hazard that if we created a board of this type we probably would delay 
our program. 

Mr. Jones. Now recommendation No. 3, which recommends that the 
Bureau of the Budget be strengthened by such additional professional 
people that perform the functions of evaluating the merits of water 
resource projects. 
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Mr. Sarru. I, of course, am not familiar enough with the personnel 
of the Bureau of the Budget to know whether or not that is needed. 
Certainly the Bureau of the Budget ought to have in its employ the 
topflight people that are experienced, as much as possible, and cer- 
tainly with a background of education that will qualify them to do 
the job; and they ought to have enough of them. 

Mr. Jones. You have no objection to it if it creates an expenditure 
of additional sums of money which are not presently spent ? 

Mr. Surru. That is correct. If they need the help I certainly have 
no objection to it. I think these boards need to employ efficient help 
always and spend the money necessary to get it. 

Mr. Jones. Yes, sir. 

Recommendation No. 4 is an acreage limitation. I am sure we do 
not need to go into that phase. 

Recommendation 5 is that the revolving fund be abolished and all 
money payable into these funds be covered into the general funds of 
the Treasury, and all project funds be appropriated by the Congress. 

Mr. Suir. Well, I presume there is a practical question involved 
there. There undoubtedly are circumstances under which some of 
these agencies have emergencies to meet where they ought to have a 
fund they can draw on. I think generally these revolving funds are 
for that purpose, and I would think that they should be provided with 
a revolving fund for that purpose. 

I certainly am in sympathy with the idea, however, that for the 
general program these agencies should go to Congress to cet the money. 

Mr. Jones. Yes. 

Mr. Smiru. But they should have the necessary tools to take care 
of an emergency. 

Mr. Jones. And you would find some disagreement with this 
recommendation ? 

Mr. Smiru. Yes. If this means they are not to have any funds 
at all to take care of an emergency condition, I would not be in 
agreement with it. 

Mr. Jones. Recommendation No. 6 states— 

That the construction of headwater dams in the flood control program of the 
Soil Conservation Service be transferred to the Corps of Engineers. 

Have you given any thought to that? 

Mr. Saairn. Not a bit. 

Mr. Jones. No. 7 is that obsolescent and unsound projects be re- 
moved from congressional authorizations. You have no objection 
to that? 

Mr. Soirnu. No. 

Mr. Jones. Recommendation No. 8 says— 

That Congress authorize a user charge on inland waterways except for smaller 


pleasure craft, sufficient to cover maintenance and operation, and authorize 
the Interstate Commerce Commission to fix such charges. 


Mr. Smitu. If I might digress just a second, sort of to explain my 
answer to that question, when I was a young man I went one time to 
a revival meeting that was held in our ‘little town. After the singing 
and the preaching was over, the minister and several good members 
of the congregation started down through the audience and they 
stopped in front of a friend of mine. He was not very receptive 
to the arguments and finally the minister said to him, “Well, wouldn’t 
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you rather go to heaven than go to hell?” He said, “Oh, it does not 
make very much difference to me. I have got friends in both places.” 

On this problem here I have friends on both sides of that problem. 
For that reason I do not think I have any opinion to express in 
respect to that recommendation. 

Mr. Jones. On yesterday General Foote testified that the mainte- 
nance cost from Portland down to the Pacific Ocean was approxi- 
mately $300,000 as a rough figure. I do not remember the exact 
figure now. From Portland to the upper reaches of the Columbia 
that have been made navigable so far, the cost of maintenance and 
operation would be $2 million. On the Willamette there was a 
substantial sum involved in operation and maintenance. 

Would you be in favor of the imposition of tolls on the Columbia 
River for the purpose of paying the operation and maintenance 
costs of those projects? 

Mr. Smiru. I would not want to express an opinion on that at the 

resent time. I am not familiar enough with the overall problem. 

hose figures that you have mentioned certainly have some signifi- 
cance and should be given some consideration, but what the answer 
to that is, [donot know. I just would rather not take—— 

Mr. Jones. Mr. Smith, if tolls were imposed do you think there 
would be a continuation of waterborne traffic on the Columbia River? 

Mr. Smirn. Oh, I would not know. Of course, naturally it would 
depend on what the tolls amounted to. 

Mr. Jones. Would you be against the imposition of tolls if it meant 
a discontinuance of traffic on the Columbia River ? 

Mr. Smiru. I would not want to say I wanted traffic driven off the 
Columbia River. 

Mr. Jones. That is right. That is the question I am trying to 
come to. 

Now recommendations 9 through 15 I presume you are in complete 
accord with ? 

Mr. Smiru. Well, I would not want to say that I am in complete 
accord with all of those recommendations. 

Mr. Jones. Recommendation No. 9, section (a), is to— 


Eliminate the inequities now imposed upon the great majority of the people. 


I presume that that recommendation is qualified on page 109 with 
this statement : 


It is obvious from the financial experience given in the last chapter that the 
Federal taxpayer is subsidizing these projects. The burden, however, is very 
unequally distributed. 

When these present Federal programs are completed, the total population di- 
rectly benefited will be less than 10 percent of the whole population. 

This subsidy is even more sharply illustrated in the case of the States of New 
York, New Jersey, and Pennsylvania, which have 20 percent of the total popula- 
tion, and pay 29 percent of the taxes and receive no Federal power. 

The subsidies paid by 90 percent of citizens who receive their power from pri- 
vate utilities is made still greater by the preference laws enacted by the Congress, 
mainly since 1933. 


Now do you agree with the recommendation for the elimination of 
inequities ? 

Mr. Smirn. I certainly agree to the elimination -of inequities. 
Surely. 
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Mr. Jones. Based on the premises I have just read, that the inequi- 
ties are brought about due to the fact that the States wih the larger 
populations and with a higher income participate in taxes to a greater 
extent than the poorer States with less income, and therefore we should 
not make Federal expenditures beyond the environs of the larger or 
more prosperous States. 

Mr. Smiru. Oh—no, I do not agree with that philosophy. If that 
is your interpretation of the philosophy, I certainly do not—— 

Mr. Jones. What is your interpretation then ? 

Mr. Sorru. I did not understand the excerpt to mean exactly as you 
have stated it. You asked me a question as to whether or not 1 believe 
in the removal of inequities. 

Mr. Jones. Of course, we are all against inequities of every kind 
and of every nature. 

Mr. Smirn. Yes. 

Mr. Jones. Which work hardships and impositions. 

Mr. Smirn. Yes. 

Mr. Jonrs. Unless there is a return on those inequities commensurate 
with the investment or the pain involved. I would not say there is 
much joy if we have pain. The inequities here of which the Com- 
mission is talking are set forth in the beginning of the chapter. 

Mr. Smirnu. Yes. And they are talking about taxes primarily there. 

Mr. Jones. Let me hand you this. Would you like to read this 
whole chapter beginning here ? 

Mr. Smiru. I will be very glad to if you think it will help in our 
discussion here. I am not sure just what——— 

Mr. Jones. In other words, should we limit the expenditures of 
Federal funds in the States of Oregon and Washington if it means 
that we are going to have to impose taxes on the people of Pennsy!l- 
vania, New Jersey, and New York in a greater amount than you 
would pay in this State 

Mr. Sarru. On the broad principle that you have stated, I would 
not expect money to be spent in the States of Oregon and Washington 
that was going to be burdensome to the people in other States. 

Mr. Jones. Would you expect to impose taxes on the people of 
Pennsylvania, New York, and California, the high-income States, for 
the construction of flood projects in the States of Oregon, Washing- 
ton, Idaho, and Montana, who pay a smaller percentage into the Fed- 
eral Treasury ¢ 

Mr. Smirn. Of course, that is a little different problem on flood 
control. 

Mr. Jones. No. 

Mr. Smiri. It has long been the policy of the Government for the 
Government itself to take care of flood control and pay the cost. 

Mr. Jones. Let us go back to the history of it so we will have an 
understanding in the “record and keep it straight. It was not until 
1928 that flood control became a fixed Federal responsibility. In 1902 
we started appropriating the money for the generation of hydroelec- 
tric power. Navigation has always been a recognized Federal re- 
sponsibility. 

Mr. Smiru. Yes. 

Mr. Jones. So in the chronological order of Federal responsibility 
the generation of hydroelectric power by the Federal Government is 
not anything new or novel, is it ? 
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Mr. Smrru. No, I would not say that it is, and I am not trying to 
make that point. What I started to say about flood control, whether 
it was 1928, or 1908, or any other time, is that certainly since that time 
the Government has recognized that it has a responsibility for the 
construction of flood-control projects, and it is doing it all over the 
Nation and it is charging it to everybody in the Nation. 

Mr. Jones. But it is not an inequitable thing if we impose a greater 
tax on the State of New York for moneys to be spent in the State of 
Alabama and the State of Idaho, where those States make a small 
payment in Federal income taxes, and certainly not enough to be 
commensurate with the Federal expenditures in those States. 

Mr. Smrru. If there were only one spot in the whole Nation where 
there was any flood control needed and we were taxing the whole Na- 
tion to take care of that particular spot, there might be some substance 
to your point; but we have flood control problems all over the Na- 
tion. You have a serious one in the Northeast right now, and I am 
sure you will have—— 

Mr. Jones. Yes, sir. And there have been less Federal dollars spent 
in the Northeast than in any other area of the country. Possibly had 
we expended a half a billion dollars there we might have prevented 
that flood, or the recurrence of floods that they have been having, par- 
ticularly in the last 20 years. There is evidently, though, a lack of 
local interest to seek those projects on the very basis we have been 
discussing here, namely, that they object to paying the bills in the 
Pacific Northwest, and the South, and the Southwest, on the grounds 
that there is no immediate benefit to them. ‘Therefore there is an 
inequitable situation as far as taxes are concerned. 

Let us go ahead with the next section. 

(b) Amortize and pay interest on the Federal investment in power, plus an 
amount which will equal Federal tax exemption based upon the Federal taxes 
paid by the private utilities. 

You were in agreement with that ? 

Mr. Smirn. I would not be in agreement with that principle if it 
was made retroactive, certainly. In this particular area for illustra- 
tion we have several plants that undoubtedly came here because they 
were able to get power at a satisfactory price. After they have been 
here for all these years and made their investment and become a part 
of the economics of the area, I think it would be just a little bit unfair 
to adopt a principle of this sort which might jeopardize their opera- 
tions. That is not only true of those particular industries, but it is 
true of the people who have contracts with the Bonneville Power Ad- 
ministration for the purchase of power from Bonneville and for sell- 
ing it to their own customers. 

Whether or not that is a principle to be adopted in respect to Federal 
projects depends a little bit upon the purpose for which the projects 
are built. If the Federal Government proposes to build projects as a 
yardstick to measure private utility rates, then this principle mani- 
festly should apply. If the Federal Government is going to build 
projects, however, as a matter of development of an area because the 
people in the area are unable or unwilling to go ahead with the de- 
velopment, then maybe that type of principle should not be given 
consideration at all. 

So it depends entirely on the purpose of the project. If the Federal 
Government is going to build the plants in competition, let us say, 








ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2499 


with the agencies which are then furnishing it, then they should meet 
the same obligations that their competitor does. So you cannot an- 
swer that question categorically yes or no. It depends entirely on the 
object. 

r. Jones. Your answer would be yes and no, and each would be 
subject to qualification. 

Mr. Smiru. That is correct. 

Mr. Jones. Paragraph (c) reads: 

Provide payments in lieu of full taxes to the State and local government 
equivalent to those the private utilities would pay. 

Mr. Smiru. I think the same—my answer would be the same to 
that as to (6). It depends on the purpose of the thing. If you are 
anxious to or if the only objective is to get power at the lowest possible 
cost then, of course, taxes and all of the rest of these items should be 
eliminated. 

Mr. Jones. Have you studied the proposition of eliminating all 
taxes from the private utilities, that is, local taxes, to be reflected in 
rate reductions ? 

Mr. SmirnH. I would love to study it. I have not because I have 
not ever believed that there was a Chinaman’s chance that the public 
would ever go for it. 

Mr. Jones. I have heard that advanced, I believe, in this hearing, 
or the be wring over at Lewiston. It is the first time I had heard the 

Me osa 
Now ridiiduiiabiaiie No. 10 would prohibit the building of steam 
pl: ants by Federal agencies. 

Mr. Surrn. Of course, I am sort of an old-fashioned lawyer and I 
have always had a feeling that under the constitutional provisions 
of our Government the Federal Government was not entitled to go 
into private business. When it gets away from the development of 
power as a part of the development of natural resources, which is a 
governmental function, it is getting into private business. The appli- 
cation of that principle to No. 10 would be to say I believe in recom- 
mendation 10, 

Mr. Jones. Yes, sir. 

Now recommendation 11 (a) reads: 

That the private utilities be permitted to purchase a fair share of Federal 
power. 

I believe you stated in your prepared statement that you felt your 
inability to acquire power under the preference clause was an inequity ? 

Mr. SmirnH. That is right. 

Mr. Jones. Do you know what percent of the total amount of power 
generated, distributed, and sold in the United States is so-called public 
as 

Mr. Smirun. Oh, I think there is a figure of about 18 percent. 

Mr. Jon ES. It is less than that, is it not, Mr. Smith? Is it not about 
12 percent ? 

Mr. Smirn. No, it is more than that. 

Mr. Jones. It is my understanding that the private utilities are 
purchasing 42 percent of all the power generated at Federal 
installations. 

Mr. Smiru. Ido not know what that figure would be. 
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Mr. Jones. Do you think 42 percent is a fair share? 

Mr. Smiru. Of course, that depends on the distribution. That 
might be all of one project and none of another, and you could not 
average it out. 

Mr. Jones. Well, the national average is 42 percent. 

Mr. Sorru. I think we would be delighted if we had firm contracts 
for 42 percent of the Bonneville Power Administration. 

Mr. Jones. Do you think 42 percent is an equitable amount for the 
utilities to obtain ¢ 

Mr. SmirH. You cannot say that that is equitable in every instance. 
You have to measure it somewhat by the needs of the respective appli- 
cents, and all of that sort of thing. In some areas it might be 90 
percent. 

Mr. Jones. In your opinion the only way to bring about an equit- 
able situation is to abolish the preference clause ? 

Mr. Smiru. That is one way. That is one obstacle. There is no 
question about that. 

Mr. Jones. And you are in disagreement with the philosophy of 
Theodore Roosevelt on the preference clause ? 

Mr. Smirx. I do not think I have serious disagreement with the 
preference clause that was written in the Reclamation Act. 

Mr. Jonrs. Do you have serious disagreement with the Federal 
Power Act, which was written subsequent to that ? 

Mr. Smirn. I would say that I think under the Federal Power Act 
the preference clause is not too much of a hardship, so far as we are 
concerned. 

Mr. Jones. The Flood Control Acts of 1936 and 1944. Do you 
think that their terms are too harsh? 

Mr. Smiru. I think the Flood Control Act and the Rivers and 
Harbors Act and the Bonneville Act and some of these other acts 
go too far 

Mr. Jones. And the TVA and the REA Acts? 

Mr. Smiru. I do not remember the provisions in the REA Act. 

Mr. Jones. They are similar in all of them. 

Mr. Smrru. I do not know. 

Mr. Jones. Do you have objection to the continuation of the pref- 
erence clause in the Atomic Energy Act which was passed the year 
before ? 

Mr. Smrru. I do not think there is any justification for that prefer- 
ence clause. 

Mr. Jones. Then you find yourself in disagreement with the views 
of the present administration ? 

Mr. Smitru. That might very well be. I think that is a privilege 
of an American citizen, to disagree with the administration, is it not ? 

Mr. Jones. Yes, indeed. But just in order that we can understand 
it, every administration from Theodore Roosevelt down to the present 
time has advocated the preference clause in the generation, sale, and 
distribution of electric power. You are opposed to those preference 
sections? 

Mr. Smurrx. I do not want to be—I do not want my position to be 
left in just exactly that way because it is not my position actually. 
In the Reclamation Act the preference clause was for the use of the 
power for governmental purposes, to municipalities; and under the 
interpretation that was given to that term in those days that act could 
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have been interpreted to mean that municipalities had a preferred 
right to take power for their public purposes, like lighting their 
streets and buildings, and things of that sort. 

Mr. Jones. It was not in the debates that took place in the House 
and Senate. In the Reclamation Act there was no doubt in the minds 
of the members who debated the proposition then and there. 

Mr. Sairn. I do not know whether there was any doubt, but I am 
saying that in my judgment as a lawyer who has given some study 
to these acts, that it could be given that interpretation. On that inter- 
pretation nobody can have any objection to it. But as we have gone on 
we have set up these preference clauses, giving a preferred position to 
all types of governmental agencies; and that preferred position is not 
only protected as of the moment that the power is purchased, but it 
is protected for all time, because any time that we get a contract with 
the Bonneville Power Administration it has a provision in it that 
upon 5 years’ notice that power may be taken away and may be used 
by customers of some public agencies who live almost across the street 
from our own customers. 

Now we do not believe that that type of preference clause is fair. 
We think it is a discriminating type of distribution of power and 
that there is not any need for that type of thing to protect the public 
agencies, as was the argument that has been made from time to time 
as to why preference clauses were needed. 

Mr. Jones. Mr. Smith, do you not think that kind of argument 
negates the whole philosophy of the ownership of the property that 
is being appropriated ? 

Mr. SmitrH. No, I do not. 

Mr. Jones. Why do you differentiate ? 

Mr. Smirn. Because when you engage in the utility business you 
engage on a principle that everyone must be treated alike; there shall 
be no discrimination between customers, or agencies, or any discrimi- 
nation as to rates. 

Mr. Jones. But the company is the principal obtaining power. 

Mr. Smiru. I beg your pardon? 

Mr. Jones. But the company is the principal obtaining the power 
from the people. Do you overlook that or bypass that element in 
the discussion? The power company has a franchise from the people. 
It operates through that franchise and becomes a monopoly, just like 
any other power company, whether it be a private power company or 
a public company. It has to be a monopoly, does it not, to succeed ? 

r. SmitH. No. No, it does not have to be. We have two com- 
panies serving the city of Portland. We have competition in the cit 
of Springfield. We have competition at The Dalles, and in Tillamook 
County. 

Mr. Jones. I thought the utility people throughout this country had 
subscribed to the statement made by Wendell Willkie when he stated 
that to succeed a utility had to be a monopoly. You cannot go out 
here and operate one like a drugstore or a clothing store and put one 
up on every corner. 

Mr. Smiru. You cannot. 

Mr. Jones. It is subject to regulation, and therefore the character 
of its operation changed; and the complexity of it requires the scru- 
tiny of some public body. 
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Mr. Smiru. I am a of a monopoly in a little bit different 
y 


sense than the public usually considers a monopoly. A particular 
area, small or large, can be served more econentiealhy if the service 
is from one concern. There is not any argument about that and 
everybody agrees to it. In the areas where we are in competition 
there is no argument about it that service would be better and prob- 
ably more economical if it were all under one concern. In that sense 
it has that aspect of monopoly, but it does not have the aspect of 
monopoly in the sense that it controls prices, or markets, or things of 
that sort. We are subject to the competition from our other areas. 
We have to keep our rates and service—— 

Mr. Jones. t think that has been recognized, which is what you 
said, to exempt it from certain provisions of the antitrust laws, and 
all those sorts of things, for the simple reason that you have been a 
regulated business, or subject to regulation and franchise. For that 
reason you do not get into competition like the steel companies do, 
or things of that sort. Naturally I did not mean to imply that there 
was a similarity or to convey the thinking that there was a similarity, 
but it is a monopoly that is created for the people. Otherwise you 
would not have regulation. Its sole corporate functions are obtained 
from the people themselves, either by statute, or franchise of the local 
political subdivision. 

You said earlier something about the preferential treatment of 
Federal agencies by the preference clause. Have not the utilities in 
recent years been treated preferentially by rapid tax amortization to 
inspire their growth and strength ? 

Mr. Smiru. Not preferentially. 

Mr. Jones. Not? 

Mr. Smirn. No. 

Mr. Jones. You would not consider tax amortization 

Mr. Smiru. We are just with every other business. Amortization, I 
think, is an unfortunate word. It is accelerated depreciation rather 
amortization. 

Mr. Jonegs. I see here that the Pacific Power & Light Co. of Oregon 
has obtained certificates in the amount of $19,628,000. 

Mr. Smiru. Yes, sir. That is on the Yale project, but we were only 
one of thousands of business institutions that took advantage of the 
act which was passed in 1950. 

Mr. Jones. That is right. 

Mr. Smiru. An act which was similarly passed during World War 
II and under which thousands of industries took advantage of it. We 
were simply one. 

Mr. Jones. Your company was no exception to that. 

Mr. Smiru. I do not know what you mean by an exception. We 
were building a project and under the circumstances at that time if 
there had not been something of this sort, the project would not have 
been built. There was not any question about it. 

Mr. Jones. You do not consider that a subsidy ? 

Mr. Smirn. Oh, I don’t think it is a subsidy, because we pay that 
money all back to the Federal Government. All we get is a loan for 
a period of 5 years that we pay back. 

Mr. Jones. If it is no help, I cannot understand why all of the 
utilities take it. In my home State the Alabama Power Co. has done 
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pretty well by it. The figures I have here only go through 1953, but 
they show $48 million, which constitutes or makes an interest-free 
loan of $21,586,000. Now, Mr. Martin, the president of that company, 
is a very astute businessman. If it were not of any help to the 
company, I would be surprised at Mr. Martin. 

Do you know Mr. Martin ? 

Mr. Smirn. Yes, I know Mr. Martin. I do not quite understand 
what the point about all of this is, because since 1952, I think up to 
October 31 of this year, or maybe a little bit earlier than that, certifi- 
cates for tax amortization have been issued to the extent of $18,313 
million. That is to industry as a whole—everyone. 

Mr. Jonrs. How much of that amount did United States Steel get? 

Mr. Smiru. I do not know. 

Mr. Jones. And how much has gone into tax certificates for private 
utilities? 

Mr. Smiru. $2,162 million, or a little less than 12 percent. Of this 
total amount I have just given you, 64 percent of it was written prior 
to January 1, 1953. 

Mr. Jones. Do you know whether the so-called private utilities of 
this country advocated in the enactment of the Defense Production 
Act of 1950 a provision for tax amortization which would include 
utilities ? 

Mr. Smitrn. No; I do not know that. 

Mr. Jones. Your next recommendation, as I understood it, was 
recommendation 15 (a). It would afford private enterprise the op- 
portunity to construct the electric component of multipurpose projects. 

Mr. Smirn. That is right. 

Mr. Jones. And the management of the dam would remain in the 
Federal Government ? 

Mr. Smirx. Correct. s 
one Jones. I believe you cite in your prepared statement Priest 

apids. 

Mr. Smrru. I referred to Priest Rapids. However, at Priest Rapids 
the management of the dam does not remain in the United States. 
The district that is building the dam will own it. However, in some 
of these other projects that I think you have before Congress, and 
perhaps before your committee, the dams do remain in the control of 
the Federal Government. 

Mr. Jones. I believe that is the same proposal as Green Peter. 

Mr. Smirn. That is true. 

Mr. Jones. And Hells Canyon, I believe. 

Mr. Smiru. No. 

Mr. Jones. Is the private utility alone going to take that ? ,; 

Mr. Smiru. That is correct. It is true in Cougar of the McKenzie 
River, and it was true in the John Day proposal. 

Mr. Jones. Of course, John Day and Priest Rapids and Cougar 
and all of the other projects, with the exception of Hells Canyon, 
which is as a licensee—— 

Mr. Smiru. Yes. 

Mr. Jones. All the others are authorized projects. 

Mr. Ssrrn. I believe they are all authorized. I am not sure. I 
think they are. 

Mr. Jones. Thank you, Mr. Smith. 

Mr. Lipscoms. Mr. Chairman. 
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Mr. Jones. Yes, Mr. Lipscomb. 

Mr. Lirscoms. You were discussing with Mr. Smith the amount of 
power that private utilities get in regard to the preference clause. 
I would like to know how the power in the Bonneville system is dis- 
tributed between non-Federal and Federal and private utilities. Do 
you happen to have those figures ? 

Mr. Smirn. I do not have that in mind. I will have to furnish 
that to you later. Of course, we are the tail end. We sit at the foot 
of the table and we get what is left after all of the rest of them get 
what they want. So what we get is a variable quantity. Up to now 
there is a comparatively small portion of firm power we get. But 
what that figure is I do not have in mind and I cannot give it to you, 
but I will be glad to furnish it to you. 

Mr. Lipscoms. According to the figures on a chart on page 465 of 
the task-force report, table A-46 says that preferred customers get 
33.26 percent of the Bonneville allocation, and privately owned utili- 
ties get 18.15 percent, and industries get 48.59 percent, and Federal 
agencies get 6.34 percent. 

Mr. Smiru. Those percentages would not be applicable today. 

Mr. Lrescoms. That was dated 

Mr. Smirn. I thought you said 1946? 

Mr. Lirscoms. No; that was table A-46. 

Mr. Smirx. Oh. 

Mr. Liescomes. It is not dated, but I guess it was during the period 
the task force was looking into this, which would be 1953. The table 
is not dated. (Norr.—Figures given are for fiscal year 1953.) 

In the figure Mr. Jones read to you on your tax amortization, the 
amount certified for accelerated depreciation was $19,628,000. 

Mr. Smiru. Yes. 

Mr. Lirscoms. Is that a correct figure ? 

Mr. Smiru. That is approximate. Yes; Iam sure it is. 

Mr. Lirscoms. Is that the total amount certified ? 

Mr. Smiru. Yes. 

Mr. Lirscoms. What was the amortization on that? You do not get 
100 percent of that figure, do you ? 

Mr. Smirn. No. Of course, you see, that figure is the basis upon 
which your depreciation is accounted. That is supposed to be de- 
preciated out over a period of 5 years. 

Mr. Lirscoms. Does the certificate or the amortization cover that 
total $19 million ? 

Mr. Smirn. That is correct. It is about half of the cost of the 
project. i 

Mr. Lirscoms. In other words, the cost of the project in total would 
be around $39 million ? 

Mr. Samir. Yes. ll 

Mr. Liescoms. And you received a 50-percent amortization on it? 

Mr. Smiru. Yes. 

Mr. Liescoms. Thank you. 

Mr. Jones. I think that table is from 1953. 

Mr. Liescoms. December 3, 1953. 

Mr. Jones. Mr. Smith, what percent of power did you buy from 
Bonneville on the grid system as firm power ? 

Mr. Smiru. What percent ? 
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Mr. Jones. What total amount of power you acquired from 
Bonneville ? 

Mr. Smirn. Of course, that varies from time to time. I think we 
have bought in some years up to as much as 45 percent of our load. 

Mr. Jones. What do you pay for firm power ? 

Mr. Smiru. Firm power? 

Mr. Jones. Yes. 

Mr. Smiru. $17.50 a kilowatt-year. 

Mr. Jones. And on dump power what do you pay ? 

Mr. Smiru. I think that is 214 mills. 

Mr. Jones. Thank you, sir. 

Mr. Smirn. I have here some information from the Bonneville 
Power Administration as of July 1 of this year, which shows that 
publicly owned utilities purchased 21.3 percent of the power from 
Bonneville; privately owned, 22.8; and Federal agencies, 5.3. Alumi- 
num plants 38.8 and interruptible 6.8. That is aluminum plants. 
Other industries 3.9 and interruptible 1.1. 

Mr. Jones. Do you know what price the aluminum company is pay- 
ing for only interruptible power ? 

Mr. Smirn. The same as we do. 

Mr. Jones. 2.5? 

Mr. Smirn. Yes. 

Mr. Jones. What is your overall charge for power ? 

Mr. Smiru. Oh, it is around—I said a moment ago it was about 8 
mills. I think that is not too far away. 

Mr. Jones. How much dump power does your company sell in its 
total amount of annual sales? 

Mr. Smirn. I would not know. I do not know. I would say that 
sold as dump it might not be very much. 

Mr. Jones. Thank you very much, Mr. Smith. I can understand 
why the power companies would get such a good lawyer. 

Mr. Smirn. Thank you. 

Mr. Jones. Senator Neuberger. 

Senator, we are delighted that you could come and be with us today 
because we know of your great interest in the resource development 
of your State and the Pacific Northwest. As I said about Senator 
Morse on yesterday, your general interest in the basic problems for all 
sections of the country is known. You have not approached this 
yroblem in your tenure in the Senate with just the concern of the 
acific Northwest, but with a deep appreciation for the problems 
wherever they may exist. 

Weare glad to have you. 


STATEMENT OF HON. RICHARD L. NEUBERGER, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


Senator Neusercer. Mr. Chairman and distinguished members of 
the committee. It is very kind of you to say that. I have not had 
very much opportunity thus far in my very brief tenure as the junior 
Senator from Oregon to live up to those very nice things you have 
been generous enough to say. However, I do want to express my 
appreciation to the members of the committee for coming here and 
giving us their time. 


70818—56—pt. 13——_10 
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_I have been for 3 weeks on some hearings myself into timber poli- 
cies. I know that often it is a difficult and very tiring and sometimes 
thankless task, and I am sure the people of any region are indebted 
to Members of Congress who take time during the recess to study 
regional problems, as you people are doing in the Northwest. 

r. Jones. Senator, I will say this: Not only do you have a beauti- 
ful country, but the majesty of it almost awes you. You have won- 
derful people out here and I can understand why they would have 
such good representatives. 

Senator Neupercer. That is very kind of you. I hope we can live 
up to the majesty of the surroundings and the people who are here. 

Mr. Chairman, today I have a prepared statement which I have 
confined to a certain extent just to one phase of the Hoover Com- 
mission’s recommendations, and that is the so-called user charges on 
our navigable streams, because I believe that that would be a situa- 
tion which would imperil the entire future of the Pacific Northwest, 
to say nothing of other regions. I hope in my prepared statement to 
give a little of the background of what I think is the origin of this 
recommendation and the reason why I think the recommendation is 
unsound, and what I think should be done about this situation. 

With your leave, Mr. Chairman, I will now read as briefly as I 
can my prepared statement. 

Mr. Chairman and members of the committee, I would like to take 
this opportunity to express the appreciation of countless residents of 
the Pacific Northwest for the committee’s decision to hear the views of 
local people on vitally important problems involved in development. 
of Columbia Basin water resources. Pacific Northwest citizens are 
grateful for this opportunity to speak their minds because, during 
the last 2 years and 11 months, a pattern of administrative policy has 
evolved which threatens to erase a forward-looking concept for water- 
resource improvement which brought this region its period of most 
dynamic economic growth. Concern for the future of the Columbia 
Basin became especially acute when the Task Force on Water Re- 
sources and Power of the so-called Hoover Commission held hearings 
in Portland in June of 1954. Prejudice of Hoover Task Force Com- 
mission members against further Federal multiple-purpose projects 
was so apparent that their recommendations to Congress—constitut- 
ing a program to hamstring river development—were a foregone 
conclusion. 

Publication of the Hoover Commission report on water resources 
and power in June of this year merely confirmed the belief held by 
many persons in this region. Singly, some of these task-force recom- 
mendations formed a design to negate many of the benefits resulting 
from the partial development accomplished in the previous 20 years. 
In combination, the task-force precepts threaten to block further 
Federal development on the Columbia. 

The task-force recommendations have serious implications. Prior 
to their publication, attempts to dismember the Federal river- 
development program during the last 2 years were generally carried 
out by administrative fiat or by distorted interpretation of existing 
statutes. Emergence of the Hoover recommendations, however, articu- 
lated a step-by-step plan for retreat from progress in water-resource 
development. Here was a blueprint for scuttling a program of 
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acknowledged usefulness to the entire region, leaving as the chief 
beneficiaries of the breakup those special interests whose desire to 
maintain the prerogatives of monopoly outweighs any solicitude for 
the general welfare. 

Power, flood control, navigation, irrigation, recreation, and wild- 
life go hand in hand in development of the Columbia River. The 
piecemeal attack by the Hoover Commission on these phases of re- 
source improvement ignores this principle. The separate values cre- 
ated by different aspects of water-resource development must be re- 
garded as a unit if the basinwide benefits of river development are 
to achieve their true perspective. This approach has not been re- 
flected in the findings of the Hoover Task Force Commission. 

I do not wish to burden members of the committee with details on 
all the shortcomings of the Commission recommendations. How- 
ever, its conclusions in two areas—river navigation and irrigation— 
serve to illustrate the backpedaling in resource management which 
would ensue if the Hoover ideology were to prevail. 

Recommendation No. 8 of the Task Force on Water Resources and 
Power stated : 


That Congress authorize a user charge on inland waterways except for smaller 
pleasure craft, sufficient to cover maintenance and operation, and authorize the 
Interstate Commerce Commission to fix such charges. 

I want to digress to say that this recommendation strikes particu- 
larly the areas like the Columbia River Valley, the Ohio River Valley, 
the Mississippi River Valley, the Missouri River Valley, and the Ten- 
nessee River Valley in your own region, and other areas which have 
benefited greatly and have had great economic expansion and pros- 
perity because of inland navigation. 

The recommendation that user charges be levied on waterways im- 
proved with Government funds would apply to commerce passing 
through locks such as Bonneville and McNary Dams on the Columbia 
River, and, I presume, to navigation made possible by channel deepen- 
ing on such river systems as the Missouri and the Willamette. 

Access through Government locks has provided a yardstick to help 
bring down freight tolls on the railroads and big trucklines. Where 
there is water competition in the Pacific Northwest, the charges to our 
farmers for transporting wheat, orchard fruits, and general produce 
are far cheaper than in areas where no water navigation exists. Free 
movement of cargo along the Willamette and Columbia Rivers is also 
of vital importance to Oregon’s largest industry—lumber. 

Navigation improvements have brought great benefits to our region. 
In 1933, before construction of Bonneville Dam by the Corps of En- 

ineers, only 87,715 tons of cargo passed into the upper C SE aeakie at 
Genesis Rapids. But by 1953 this had soared to 1,843,575 tons—a 
1,600-percent increase. The difference was created by the high-lift 
locks at Bonneville Dam, where vast quantities of low-cost power have 
been generated for the farms, homes, and factories of the Northwest. 

The Hoover Commission would attempt to rule out such gains by 
applying tolls to use Bonneville lacks and presumably for travel 
through improved channels. This is done in the name of that old 
Hoover slogan that those who receive Government service should pay 
for them. I suppose this sounds plausible to many people, but who 
would think of applying this doctrine to our daily lives? Should 
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only the people with children in school pay school taxes? Should 
the man with 6 children pay 6 times as much tax as the man with 1? 
Should the person whose home is struck by fire be billed the next day 
for calling out the fire engine ¢ 

It is interesting that the Hoover group did not suggest that deep- 
Sea operations pay user charges for harbor dredging, for jetties, 
buoys, and other aids to seaborne commerce. Yet, this branch of com- 
merce also benefits from Federal expenditures for improvement of 
navigation. A sea captain avoids rocks and shoals by picking up the 
lighthouse beam at Tillamook Head, but it would be preposterous to 
require him to mail a $5 check to the United States Treasury for serv- 
ices rendered. However, there is no more logic in the Hoover pro- 
posal to levy a similar charge against the users of inland waterways. 

Why is it that the Hoover peepee singled out inland waterways 
commerce to bear these imposts 

I think this is very significant. After all, the Federal Government 
las spent billions of dollars over the years for dredging deep-sea chan- 
nels and for having lighthouses along the coast. 

Now, I have been in Alaska both as a civilian and in the Army. The 
whole Inside Passage must be, because of the narrow waters, dotted 
with all kinds of lighthouses and so on. Yet the Hoover Commission 
task force did not recommend user charges be imposed on the ocean- 
going vessels which benefit from many millions of dollars of Federal 
expenditures. 

Mr. Jones. Senator; have you explored whether or not the imposi- 
tion of tolls would be constitutional ? 

Senator Neusercer. Well, unfortunately I am not a constitutional 
lawyer, Mr. Chairman, and I do not know whether it would be con- 
stitutional or not. All I know is, it would be disastrous. 

It is my opinion that the Hoover attack upon navigation improve- 
ments along our inland waterways cannot be separated from their 
assault on Federal power projects. Frequently, hydroelectricity is a 
valuable byproduct of locks and spillways which improve navigation. 
Bonneville Dam offers a perfect example of this useful combination. 
The project was authorized originally as a navigation undertaking. 
It has more than fulfilled expectations in this respect. 

The private utilities hope to discourage both navigation and power 
projects, because power and navigation are twin results of river de- 
velopment and an increase in Federal power is regarded as a threat 
to monopolies in this field. How well do these utilities qualify as 
having the best interests of the Northwest uppermost in mind? How 
valid are their prophecies on the future of the region ? 

I would call to the attention of the distinguished members of this 
House subcommittee a report entitled “Study of Loads, Load Trends, 
and Resources of the Utilities of the Northwest Power Pool Located 
in Washington, Northern Idaho, and Northern Oregon.” This re- 
port was prepared in 1946 under the aegis of four of the largest private 
utilities operating in the region—Washington Water Power, Puget 
Sound Power & Light, Pacific Power & Light, and Northwestern 
Electric. 

I will not burden you gentlemen and lady with the text of the re- 
port, but it is sufficient to point out that the report predicted by the 
year 1955 a “peak surplus” in the Northwest of 1,450,000 kilowatts of 
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power and an “average surplus” of 780,000 kilowatts. You do not 
need to be told that this prediction has turned out to be completely, 
totally, entirely and tragically wrong. It was 100 percent incorrect. 
If it were possible for anything to ‘be 200 percent inaccurate, then 
this report would even be 200 per cent W rong. 

Only two possible conclusions are possible from it: either (1) the 
private power ree are incapable of proper resource and en- 
gineering analysis, or (2) they deliberately misled the Congress and 
the public in order to slow down the rate of Federal power - develop- 
ment in this region. 

At this point I am not submitting the report I referred to for the 
record for this reason: It is included in the report of the Hells Canyon 
hearings before the Senate Committee on Interior and Insular Affairs. 
I know it is your policy to refer to these things by reference rather 
than including them when they are in another “Federal document, so 
I am just citing that. 

Regardless of which deduction happens to be the correct one, it 
seems to me that these companies are disqualified from now dictating 
a public policy which ought to be followed by the Congress of the 
United States. 

For these reasons, I urge you gentlemen and lady to proceed with 
care before giving impetus to recommendations for the abandonment 
of the Federal] river-improvement program which has served our 
Nation so well. Navigation is part of that program. It is easy to 

call inland navigation a subsidy, but railroad land grants were a sub- 
sidy and so are Federal airports. I am not opposed to these subsidies. 
They have served a real purpose. I suppose any governmental func- 
tion can be called either a service or a subsidy. Some people did not 
want United States cavalry regiments sent to Oregon to protect the 
pioneers, This was a subsidy, ‘and some persons safe at home in the 
East, for example, felt the pioneers should take their own risks. That 
we did not go along with such selfish notions speaks well for America 
and the kind of country we always have had. 

I believe in competition. I am opposed to monopoly. I favor com- 
petition in transportation—among railroads, trucklines, inland barge 
systems, airlines. During a period of intense competition among these 
different methods of transportation, all have prospered mightily. 
Furthermore, the public has benefited through lower rates and better 
service. Inland waterways have furnished a useful yardstick to hold 
down shipping charges by rail and truck. This has helped men who 

raise wheat and fruit and the public which uses petroleum products. 
Do not destroy this yardstick by imposing so-called user charges, as 
recommended by the Hoover Commission. I believe that locks and 
canals are as justified now as land grants were during the frontier 
era of railroading. I am not one who indiscriminately attacks the old 
land grants. I believe they were fully merited. But I do not want 
all parallel assistance denied to competing forms of transportation in 
our own period of history. Locks for navigation at Bonneville and 
McNary Dams are not going to keep the Union Pacific Railroad or 
Consolidated Freightways from prospering. Indeed, quite the con- 
trary could be true—that competition is the life of trade in transporta- 
tion as well as on Main Street. 
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Again I depart very briefly to call the attention of the group to a 
amphlet put out by the American Trucking Association. While I 
o not subscribe to every statement in it, I think the slogan on the 

back is very effective and true. It says: 

The United States has the world’s finest competitive transport system. Why 
change national transportation policy now? 

As part of this medallion, Mr. Chairman, there is an engraving of 
an airplane, a diesel] electric locomotive on a railroad, a big interstate 
truck and a ship, and water transport. It seems to me that is a very 
good slogan for us at least to pay a little attention to. 

The growth of Columbia River traffic indicates that the navigation 
benefits assigned to such projects as Bonneville and McNary Dams 
should have been between 2 and 3 times as great as originally esti- 
mated. Principal traffic on the Columbia has been bulk wheat cargoes 
downstream and bulk petroleum products upstream. Grain growers, 
farmers, and residents of the States of Washington, Oregon, and Idaho 
east of the Cascade Mountains have been the beneficiaries of tremen- 
dous savings in shipping costs on these products. 

The impact of barge competition on rail shipping charges is illus- 
trated by a comparison of rate trends in areas near Columbia River 
barge service and those in areas where such competitive influence is 
not felt. For example, in 1930 the all-rail rate for carload shipment 
of wheat from Heppner, Oreg., to Portland was 22% cents per 
hundredweight. 

In 1940, after Bonneville locks went into operation the rate de- 
clined to 13 cents. In 1950, because of warborn cost increases, the 
rate rose to 1914 cents. Now let us see what happened in an area 
unaffected by navigation expansion on the Columbia. In 1930, the 
rate from Baker to Portland was 2614 cents per hundredweight. 
In 1940, it rose to 28 cents and in 1950 to 4114 cents. 

That contrasts with the 1914 cents at Heppner, where they have 
barge transportation. 

The evidence shows that in areas where barge competition has an 
effect on shipping, the 1950 rate is lower than the 1930 rate. Where 
the competitive threat does not exist, the 1950 rate has increased by 
a large margin. 

The meaning of waterway development looms large for people 
of the Pacific Northwest. A recent study by the Army engineers 
indicates that completion of the waterways system above The Dalles 
to Lewiston, Idaho, will result in expansion of tonnage to an average 
of some 8 million tons annually, compared to the present tonnage of 
about 1,500,000. Waterway shipping of this magnitude would result 
in annual transportation savings in the neighborhood of $20 million 
annually. 

Yet, the Hoover Commission seeks to cause contraction of inland 
waterway shipping and to curtail the navigation benefits which result 
from construction of Federal multiple-purpose dams on the Columbia. 
Truly, the Hoover philosophy—as in the past—continues to be penny- 

wise and pound-foolish. 

The task-force report on irrigation showed similar shortsightedness. 
Enactment of the proposal to virtually terminate the use of power 
revenue subsidy from multipurpose Federal projects to aid reclama- 
tion development would sound the death knell for expansion of irriga- 





nS OCR EE i 0 ORR 


ro er re neremnennpnrt re 
A oi OT Se he 





tion i 
been « 
of lan 
projec 
reven 
to bri 

The 
of lar 
But t 
are ne 
Buresa 
that « 
53 pei 
indice 
ern 1 
winte 
much 


presse 
devel 
: Ww 
toda 
demu 
progr 
of the 
Sut 
resoul 
demn 
has g 
stopp 
to go 
does 1 
Mr. 
that ] 



















































- or rr \ Ve we 


— 


Lo AAS ATEN ST Ea 


eesti 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2511 


tion in the State of Oregon. The low-cost irrigation projects have 
been completed in Oregon. Yet, we have an additional million acres 
of land susceptible to vast improvement by irrigation. Cost of these 
projects will exceed what the water users will be able to pay. Power 
revenue subsidies in the neighborhood of $300 million will be required 
to bring these new lands into production in the future. 

There are many who scoff at proposals for irrigating new tracts 
of land in view of the surpluses in a few American farm products. 
But that is the shortsighted view, in my opinion. Irrigated acres 
are not the cause of the present surpluses. The latest report of the 
Bureau of Reclamation on crops produced on irrigated farms shows 
that only 3.79 percent of the 1954 total was in wheat. Last year, 
53 percent of the irrigated harvest consisted of feed and forage crops, 
indicating that irrigated farms are one of the mainstays of the west- 
ern meat industry. Only because of the availability of forage for 
winter feed, raised on irrigated lands, is it possible to fully utilize 
much of the 700 million acres of western grazing land. 

Our Nation’s population is increasing at present at the rate of 
13,000 persons a day. By 1975, we will need 40 percent more food 
production. Indications are that, during the next 20 years, 15 million 
acres of land presently in farm production will be lost in construction 
of airports, highways, cities, and facilities other than for food pro- 
duction. Soil erosion during that period may trim away another 
25 million acres of cropland. The prospect of a 40-percent increase 
in food demand while cropland declines by 40 million acres is enough 
to give anyone pause for thought. 

How close is this problem of developing new farmland? The 
Department of Agriculture estimates that at the present rate of 
red-meat consumption in the United States, it would require in 1962 
some 35 million acres more land to grow feed than we used in 1953. 
The year 1962 is only 7 years away. Yet, the apostles of regression 
on the Hoover task force would terminate the financing feature which 
some day will be needed to bring into production the million acres of 
Oregon land which will require a power revenue subsidy before they 
can become a reality. 

Those who follow the Hoover philosophy of curtailing Federal 
multipurpose projects or turning over the great Columbia Basin 
power sites to private utilities or so-called partners will be hard- 
pressed to explain how these thirsty acres are to be watered if Federal 
development is abandoned. 

I wish to thank members of the committee for the time allowed me 
today to discuss some of the aspects of Columbia water resource 
development. Until 2 years and 11 months ago, a river-development 
program was in operation which brought great benefits to the citizens 
of the region. It was a program that delivered the goods. 

Substituting that beneficial program for the meat-ax attack on water 
resources proposed by the Hoover Commission task force would con- 
demn this region to economic immaturity. The Pacific Northwest 
has great untapped assets, but the Hoover approach would be like 
stopping the growth of a child at the age of 12. We have a long way 
to go in development of the Columbia Basin, but the Hoover report 
does not provide the pathway. 

Mr. Chairman, I would like to submit several things for inclusion 
that I think are pertinent. One is a very excellent article from the 
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New York Times of Sunday, November 20, which describes the vast 
benefit to the Ohio Valley through an inland navigation system on 
the Ohio River, which shows in a way what I think will eventually 
take place in the Pacific Northwest if we continue and revive the 
great Columbia River development program. 
Mr. Jones. Without objection it will be made part of the record. 
(The newspaper clipping is as follows :) 


[New York Times, November 20, 1955] 
THE OHIO BECOMES INDUSTRIAL AORTA 


981-MILE STREAM BETWEEN PITTSBURGH AND CAIRO, ILL., CALLED “AMERICAN 
RUHR’—ARTERY FOR 14 STATES—2,500 FACTORIES OPENED IN DECADE IN STORIED 
VALLEY—MORE BIG ONES ON WAY 


By Richard Rutter 

It begins at Pittsburg’s Golden Triangle where the Allegheny and Monongahela 
Rivers meet. From there it flows 981 miles in a west-to-southwesterly direction, 
passing the nation’s great steel mills, bituminous coal fields, atomic plants and 
fertile farm country. It ends at Cairo, Ill., where the mighty Mississippi awaits. 

It is the Ohio River, famed in legend, song, and history, lifeline of present-day 
industry and commerce. The valley served by the Ohio and its tributaries 
extends through parts of 14 States with a population of some 20 million. The 
area has been called the Ruhr of America. It is a description that is less than 
adequate. 

For the Ohio Valley encompasses the greatest concentration of industry on 
earth. It produces more than three times as much bituminous coal as does the 
Ruhr, the industrial heart of Western Europe. It makes nearly three times as 
much steel. Since World War II the region has attracted more than 2,500 
industrial plants. 

$10 BILLION OUTLAY IN DECADE 


During this decade the valley’s investment in new and expanded facilities has 
come to about $10 billion. Last year alone some $750 million went for that 
purpose. There has been no similiar outlay in any other region—at home or 
abroad. . 

The activity in the Cincinnati area indicates the extent of the industrial migra- 
tion to the Ohio Valley. In the last 10 years, according to that city’s chamber 
of commerce, 302 new plants have located there and 904 expansion or improve- 
ment programs have been carried out. Business has spent $523 million in the 
area, provided 48,000 new jobs and added $163 million to local payrolls. 

The roster of companies that has established operations in the Ohio Valley 
reads like an expanded “Who’s Who” of American industry. Almost all the 
giants are there—big steel, Ford, General Motors, Westinghouse Electric, Union 
Carbide and Carbon, International Harvester, du Pont, the Texas Corp. 

But so are thousands of medium and smaller size concerns. 


PRODUCTS REPRESENTED 


It would be hard to name an industrial or consumer product that is not manu- 
factured in the 204,000-square-mile area. Plastics, steel, rubber, silicons, fer- 
tilizer, coal, textiles, lumber, machinery, metals, and furniture—the list is 
virtually endless. 

One of the most significant industrial developments of recent years will soon 
unfold in the Ohio Valley. That area will be the initial home of the first new 
producers to enter the aluminum field in 10 years. 

The Aluminum Company of America, Reynolds Metals and Kaiser Aluminum 
and Chemical—the big three of the industry—are well established in the region. 
Earlier this year Reynolds Metals announced it planned a new $168 million 
reduction plant “somewhere in the Valley.” 

Last week, Olin Mathieson Corp. and St. Joseph Lead Co. disclosed they were 
dickering for low-cost electric power as a prelude to beginning aluminum pro- 
duction in the region. 

This is added evidence that industry’s investment in the Ohio Valley is 
accelerating. 
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So far this year, for instance, Jones & Laughlin has spent $40 million in the 
Pittsburgh area, with another $115 million earmarked for 1956 and $40 million in 
1957. Pittsburgh Plate Glass Co.’s 1955 outlay of $25 million will be stepped up to 
$40 million next year. 

Borg-Warner has purchased 322 acres near Parkersburg, W. Va., for a new 
plant site; American Gas & Electric—mentioned as a potential power supplier for 
the Olin Mathieson aluminum installation—has acquired 200 acres in the vicinity 
of Ironton, Ohio. Only last Wednesday Ohio Power Co., a subsidiary of Amer- 
ican Gas, bought 500 acres north of Clarington, Ohio, for a 1-million-kilowatt 
powerplant. 

These days the Ohio Valley is often referred to by local boosters as “atom 
valley.” And with reason. Within a 275-mile radius of Cincinnati is the 
Nation’s greatest concentration of atomic installations. Eight such plants are in 
the area, engaged in nuclear production, development, and research. 

The oldest, of course, is the Atomic Energy Commission’s pioneer atomic op- 
eration at Oak Ridge, Tenn. The newest are two of the world’s largest private 
steam-electric generating stations, one operated by the Indiana-Kentucky Electric 
Corporation at Madison, Ind., and the other by the Ohio Valley Electric Corp., 
at Kyger Creek, Ohio. 

CARGOES OF COAL AND COKE 


As the type of transportation on the Ohio has changed, so has the nature of 
goods transported. Thirty years ago, coal and coke constituted the largest com- 
modity group moving on the river. Coal and coke are still the biggest items in 
volume, but such “new” products as oil and gasoline and iron and steel are close 
runners-up. Other important present-day cargoes are chemicals, building, ma- 
terials, sulfur, limestone, grain, sugar, and automobiles. 

The annual volume of barge traffic on the Ohio has grown phenomenally— 
from 26 million tons in 1929 when the present navigation system was completed 
to a record total of 62,034,303 tons in 1953. 

That yearly figure, incidentally, serves as an excellent barometer of national 
business conditions. During last year’s recession it dipped to 55,076,677 tons. 
So far this year, reflecting boom times again, tonnage is up sharply and it will 
be no surprise if it sets a new record. 

It has been said, justifiably, that nature made the Ohio but man made it 
usable. For almost 250 years after its discovery in 1671, because of shallowness, 
the river could carry traffic only during the high-water period. In 1910 Congress 
authorized canalization of the river to a depth of 9 feet. This was achieved 
over a period of 20 years by construction of a system of 46 locks and dams. 


MODERNIZATION STARTED 


With traffic increased by two-thirds since World War II, the Ohio is rapidly 
approaching a saturation point. Accordingly, a sweeping modernization program 
has been planned, calling for 21 larger locks and dams in place of those now in 
service. 

The Army Corps of Engineers has begun construction of two of these, at New 
Cumberland, W. Va., and Greenup, Ky. Work on a third is scheduled to begin 
next year at Markland, Ohio, if funds are authorized. When the entire program 
is completed the Ohio will have a controlled depth of 12 feet. 

Paralleling this work is an equally important flood control project. This 
envisages a system of 77 reservoirs, of which 33 have been built, and 134 local 
protection plans, with 43 finished so far. 

It has been estimated that the flood prevention system now in place has averted 
damage of some $440 million in 8 years, against an initial cost of $500 million. 

Few would consider the billions being invested in the Ohio Valley as a gamble. 
They represent an investment in the future of America’s economy—and the 
return promises to be a handsome one. 


OUTPUT FOR A. E. C. PLANTS 


The output of these two plants, 2,200,000 kilowatts, will be consumed by the 
AEC’s $1,219,000,000 gaseous diffusion plant near Piketon, Ohio. 

The Atomic Energy Commission has other facilities at Paducah, Ky., and 
Fernald, Ohio. General Electric operates an aircraft nuclear propulsion (ANP) 
laboratory at Riverdale, a Cincinnati suburb, and Monsanto Chemical carried 
out atomic research at Miamisburg, Ohio. 
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Many factors have combined to spur the industrial trek to the Ohio Valley. A 
favorable climate, large deposits of natural resources and the proximity of major 
markets have all played a part. But the prime lure has been water—water as a 


means of low-cost transportation, water as a source of power, water for industrial 
use. 


Ever since early American settlers traveled by dugout canoe and keelboat 
down the Ohio, the river has been a key waterway. ‘The riverbed is, in effect, a 
long sloping ramp, dropping 430 feet between Pittsburgh and Cairo. In 1811 
Robert Fulton’s New Orleans was the first steamboat to appear in the West, 
chugging from Pittsburgh to New Orleans over the Ohio and the Mississippi. 

Later came the river packet boats, side or stern-wheeler steamboats, used to 
carry freight but also boasting plush rococo passenger quarters. 

Such vessels bore General Lafayette during his triumphal tour of the States 
in 1825 and Charles Dickens on an 1842 visit. Mark Twain plied the Ohio and 
Mississippi on river packets as a deckhand and pilot, later drawing on his experi- 
ences for the stuff of great literature. 

Today the side-wheelers, the stern-wheelers, the gaudy old showboats are a 
nostalgic but rare sight on the Ohio. The symbol of modern river activity is the 
twin-screw, diesel-engine towboat. These craft push as many as 20 steel barges 
loaded with up to 20,000 tons of freight. 

Tow units sometimes extend for 1,170 feet, or 150 feet longer than the Queen 
Elizabeth, the world’s largest passenger ship. The deck space of 1 tow can extend 
for 3 acres, equaling that of the largest aircraft carrier. 

Mr. Jones. Do you have any other material ? 

Senator Nreusercer. I have no other material except if you have 
any questions of me. There is one letter that might be quite pertinent 
which I would like to refer to briefly, because I think it will interest 
you and the other members of the committee, Mr. Chairman. 

The State of Oregon, which I have the honor in part to represent 
in the Senate, faces a very critical economic situation. I have a letter 
here from the Treasury Department dated June 23, 1955, signed by 
the Acting Assistant Commissioner of Internal Revenue. It points 
out that in the years between 1952 and 1954 Federal tax collections 
in Oregon decreased by 15.2 percent, whereas they deceased in the 
entire Nation only 1.7 percent. The only State to show a decline pro- 
portionately larger than that of Oregon was the State of Wyoming. 

In the years 1952 to 1953, according to this letter from the Treasury, 
Oregon failed to keep pace with the rest of the far West. 

I will read the part bearing on that. It reads, these figures— 
indicate that total income payments in the United States and in the Far West 
region, which includes Oregon, rose by 6 percent from 1952 to 1953 * * * Total 
income payments in Oregon, however, rose only by 1 percent * * * 

I am going to submit this letter also for the record, if I can, because 
I think it indicates the need in the State of Oregon for further 
development and further economic expansion, rather than at this 
time contracting the program which in the past had been of such 
benefit. 

Mrs. Grirritrus. Mr. Chairman. 

Mr. Jones. Mrs. Griffiths. 

Mrs. Grirrrrus. Senator Neuberger, we have heard testimony to 
the effect that a great loss in tax revenue results from the Federal 
development of hydro sites. Do you agree with that testimony? Is 
that what causes this loss? ! 

Senator Nevsercer. No, Mrs. Griffiths. I do not agree and I will 
explain to you why I donot. | a) A ie! 

To begin with, the Bonneville Power Administration, which is the 
marketing agency for these Federal power projects, is substantially 
ahead of scheduled repayment into the Treasury of principal plus 
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interest of all the funds that have been invested in the power phase 
of these projects. I understand as of now they are $65 million ahead 
of schedule in the repayment plan. 

Furthermore, we have to consider the vast amount of taxes paid 
by industries which come into this region and use low-cost power. 
Always in the past the States of the Northwest have lagged far behind 
the rest of the country in industrial development. I think it is signifi- 
cant that the only 10-year period in which the States of Oregon and 
Washington had a greater gain in industrial payrolls than the national 
average was between 1939 and 1948, according to the economic atlas 
recently published by Oregon State College. Those were the identical 
10 years in which Bonneville’s low-cost Federal power first became 
available. 

The figures for the Nation in that period show a 284-percent gain 
in industrial payrolls, but for the States of Oregon and Washington, 
which always before had lagged behind, the gain was 329 percent. 
All of those payrolls represent vast taxpaying new industries with 
local taxes and Federal income taxes and Federal excise taxes, and 
all of the various payroll withholding taxes, and so on. 

I believe our Federal power system actually contributed to tax 
revenues. 

Mrs. Grirritus. General Foote testified yesterday in answer to a 
question that some of the electric installations on the Columbia River 
could be built by private utilities and still make the comprehensive 
plan work. What do you think about that? 

Senator Neupercer. I think you always have to go by past experi- 
ence. Now, to begin with, the Snake River is the main tributary of 
the Columbia. The Idaho Power Co. is in the process of taking over 
the finest site left on the Snake River at Hells Canyon. I think it 
is significant that the Army Engineers themselves at recent public 
hearings on the John Day project pointed out that we need addi- 
tional flood control storage elsewhere, because the Idaho Power Co. 
program at Hells Canyon will result in the loss of about 3 million 
acre-feet of storage at Hells: Canyon, which is part of the compre- 
hensive plan. 

It is my understanding that the proposed Federal dam at Hells 
Canyon would impound about 3,800,000 acre-feet of storage, whereas 
the Idaho Power Co. program for that stretch of the Snake River 
in the deep canyon—the deepest in North America—lI believe en- 
visions only about 1 million acre-feet of storage. So right there you 
are losing about 3 million acre-feet of storage, which is necessary 
for flood control and firming up downstream power development. 

Now I personally think that it is very unsound for the people of 
the United States to pay in taxes, if we are going to talk about taxes, 
for the so-called dead weight in these river projects—the dead weight 
which returns no revenue being fishways, floodgates, and navigation— 
all are essential, but they return no revenue—and then surrendering 
to the private utilities the very valuable powerplants. 

As I said, in my opinion it would be analogous to a department 
store in which there were two partners and in which one partner 
would get the escalators and the social rooms and the revolving doors 
and drinking fountains, and the other partner would get the sales 
contracts and the cash registers. 








2516 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


Mrs. Grirrirus. Would the three low-level dams at Hells Canyon, 


because they did not impound the waters, endanger any part of this 
area? Of course, the dams do not do the endangering, but is this 
area in danger from the waters of that area which might flood? 

Senator Neupercer. The last time there was a substantial flood on 
the Columbia River it is my understanding that all of the region’s 
upstream tributaries contributed in greater or less degree to that flood. 
There is the Koutenay River, which involves the Libby project, which 
is a separate thing because it does involve negotiation with Canada. 
There is the Salmon River and the Clearwater River, which empty 
below Hells Canyon and, of course, the mainstem of the Snake River, 
where Hells Canyon would impound about 4 million acre-feet of 
water. All of those are part of the comprehensive reports submitted 
by the Army Engineers some years ago for storing up water. You 
can never quite say which tributary contributed the few inches that 
broke the dike at Vanport City, but I think we should get flood con- 
trol wherever we can get it without damaging other values that are of 
an equal nature. 

Inasmuch as Hells Canyon has been mentioned, one of the reasons 
why I favor it so strongly as the first flood control project is this: The 
Salmon and Clearwater Rivers, which also contribute to floodwaters, 
are rivers which are very important to migratory fish propagation. 
The Salmon River has well over half of the fish spawns in the entire 
Columbia River Basin. I feel those rivers should be saved for the 
last to develop because it may endanger the fish runs, or perhaps never, 
if the fishing overshadows in importance the flood control. However, 
at Hells Canyon we could have gotten nearly 4 million acre-feet of 
flood storage without in any way jeopardizing fisheries, scenery or 
recreational values, which are so important to most all Americans, not 
only in this region, but those who would come here to enjoy those 
things. 

Mr. Lipscoms. Senator, on the last page of your statement you 
state: 


Until 2 years and 11 months ago, a river development program was in opera- 
tion which brought great benefits to the citizens of this region. 


What has changed in the last 2 years and 11 months that you are 
referring to? 

Senator Neupercer. Well, the former Governor of this State, who 
is now Secretary of the Interior, announced the so-called partnership 
program. Under that program he said that the Federal Government 
would withdraw from responsibility for these multipurpose projects, 
except in very exceptional instances, and it would be turned over to 
so-called local interests to participate. Ever since we have had no 
new major starts on the Columbia River. 

Mr. Lirscoms. For how long? 

Senator Neusercer. We have had no new major starts on the Co- 
lumbia River, with one exception, as a result of action in the United 
States Senate in the last Congress when the Ice Harbor project re- 
ceived appropriations. The Ice Harbor project is now underway and 
I think the Army Engineers are actually going to start construction. 
It is not a large dam in the sense that MeNary or John Day or Hells 
Canyon is, but it is an important project on the lower Snake which 
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will generate something like 196,000 kilowatts of power, and have 
some navigation. 

Although it was not recommended in the administration budget and 
no action was taken in the House, I believe that the Senate did add 
the start of construction funds largely through the efforts of Senators 
Magnuson and Morse, and that project is now substantially about to 
commence. So that is the first break in the so-called new starts. 

The Secretary also withdrew the Government’s claim to the Hells 
‘Canyon stretch of the Snake River. The Secretary said in his opin- 
ion—he made this statement in a speech at Portland—that the Idaho 
Power Co. was the proper agency or organization to develop Hells 
Canyon which, of course, removed that very valuable and important 
site from the comprehensive report. 

It is my opinion that his actions, along with others by the adminis- 
tration, have in substance terminated the emphasis on Federal devel- 
opment, which I think had brought great benefit. 

Mr. Lirscoms. But appropriations and action by the Corps of 
Engineers and Bureau of Reclamation have still been going on to 
the extent of about $150 million a year in this area. 

Senator Nerupercer. Certainly. To complete partially finished 
projects. I do not see how any Congress could leave partially finished 
a great project which was underway, which would mean construction 
crews would move out, and projects would deteriorate, and they would 
have to go again through all of the preliminaries. I think when any 
Administration begins a project the next administration has to carry 
it forward or suffer a great loss in financing and economies. 

Mr. Lirscoms. How long had the Hells Canyon project been pend- 
ing before Congress and the various administrations? 

Senator Neupercer. I think the Hells Canyon project has been a 
subject of controversy for about the past 6 years. From about 1949 
on to the present time the Hells Canyon project has been a subject of 
great controversy. The reason why it has been a subject of contro- 
versy is this: The Idaho Power Co. has cultivated that site because 
it is a very fine site. In addition, I think the Idaho Power Co. hoped 
to keep Federal kilowatts out of Idaho as a low-cost yardstick. They 
have the highest rate structure of any power company operating in 
the Northwest. 

As a result of the Idaho Power Co.’s stand a group of very influ- 
ential people in politics have taken a firm position against Hells Can- 
yon. This has included the present Governor of Idaho; the previous 
Governor, who is now in charge of our river development negotiations 
with Canada—a most delicate responsibility; it has included a num- 
ber of United States Senators from Idaho; the present Governor of 
Oregon and the previous Governor of Oregon. 

Naturally, when you have such opposition within a region of impor- 
tant elected officials, to projects which would be inside that area, you 
are certainly going to have programs slow down. 

Congressman, if you want me to say that this was a matter of con- 
troversy during the previous administration, when the Democrats 
held the national Congress and national administration, I would be 
quite willing to admit that. But I submit to you that when you have 
from a region important elected public officials in the State capitols 
and the Congress of the United States who are leading the opposition 
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to projects that would be built in that region, you are certainly going 
to have a slowdown. I think you oe be the first one to admit 
if you had great controversy in the State of California and leading 
members of the California delegation, and perhaps the Governor of 
California were opposed to a particular California project, you would 
be willing to admit you would have difficulty in securing authoriza- 
tion by the Congress. 

Mr. Lirscoms. Senator, I am not trying to get you to say anything. 

Senator Neusercer. Surely. 

Mr. Lirscoms. But in testimony we have heard it has been said 
it would take $300 million a year in this Pacific Northwest area to 
bring the water resources planning into completion or up to date—$300 
million a year. With the other projects that are going on through- 
out the country it almost seems fantastic that we can appropriate that 
much money to this area per year for the next 5 or 6 years. So I 
am looking to how we can best get these projects done and finished 
for the welfare of the people with the money available to us. Of 
course, it is up to Congress to appropriate the money for these things 
and to authorize the starts. It is not only the administration, but 
it is up to the Congress to do it. 

Along with the reduction in taxes which we all desire, and the reduc- 
tion in the national debt, and cutting expenses and bringing about 
efficiency and economy, it is just a problem which is almost impossible 
to complete. 

Senator Neusercer. Let me point out along the line of that state- 
ment, Congressman Lipscomb, that shortly before Congress adjourned 
I asked General Itschner, the Assistant Chief of Army Engineers, 
how much money had been appropriated by the Congress for civil 
works functions in the Columbia River Basin, and in the Missouri 
River, and Mississippi Valley. In general, General Itschner told 
me since the turn of the century 30 percent of all civil works funds 
a by the Congress had been spent in the Missouri-Missis- 
sippi Valley and 10 percent in the Columbia Basin. 

We have a group of Congressmen here and other public officials 
who keep claiming that we have been getting so much money and we 
can’t expect more to continue coming. I would say this: Where else 
would civil function funds be spent except on the Mississippi-Missouri 
Valley where you have the greatest river navigation system in the 
world, or in the Columbia River Basin, where you have 42 percent 
of all the undeveloped waterpower in the United States. 

A further fact is this: I doubt if the United States Government, 
with very few exceptions, has made any investment which is returning 
so much to the Treasury in proportion to the original investment 
as here in the Columbia River Basin. 

Mr. Jones. Will the gentleman yield? May I ask you a question 
at that point? 

Senator Neupercer. Surely. 

Mr. Jones. Have you taken into account the value of these projects 
at the present time, as compared to the cost of the projects? 

Senator Nevupercer. I am sure it must be infinitely greater in terms 
of dollar value. 

Mr. Jones. The Bonneville project valuation, according to the En- 
gineering News-Record Index, is up 250 percent. In other words, the 
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Federal investment in that project, if it had to be replaced, would be 
250 percent more than it cost when it was originally constructed. 

Senator Neupercer. I am very glad you made that point, Mr. 
Chairman. We have the additional fact, as I understand it, that right 
now Bonneville has had gross power revenues—and they are the mar- 
keting agency for all of the Federal projects—of around $400 million. 
That represents an amount a great deal ahead of the original repay- 
ment schedule. 

It seems to me that this type of investment which repays itself is 
eminently justified. The Pacific Northwest is a region which des- 
perately needs this type of Federal development. The private utilities 
want to take over these sites. I donot blame them. These are marvel- 
out sites. But the industrial development we have had in the past 
decade or so has largely been due to the Bonneville Power Administra- 
tion’s industrial rate of 2.2 mills per kilowatt-hour. That is still pay- 
ing off. But no private utility ever matched that industrial rate, and 
I do not see how in this far-flung area which is two and three thousand 
miles from the center of the consumption of goods, we can expect 
new industries to come in and pay the private utility costs for power 
and still absorb the very expensive freight rates across the mountains 
to the States where their products will have to be sold. 

Mr. Lirscoms. You are almost talking like a Californian. 

Senator Neusercer. Well, you have 12 million in California, Con- 
gressman. We have only 1,600,000 in Oregon and 2,300,000 in Wash- 
ington. Our local market is much smaller than yours, because I guess 
you are the second largest State now. 

Mr. Lirscoms. In my opinion the first. 

Mr. Jones. I am glad a Texan is not here. 

Mr. Lirescoms. Well, Senator, the only thing I was thinking of 
here is that money has been spent in the Columbia River Basin. I do 
not say it is enough, but we do have a problem and I know it is a 
tremendous selling job we have to do to the Members of Congress. 
We from the West have to do the selling job necessary to get the ade- 
quate financing into our area. Yet there is not enough money to go 
around. Therefore, as a Member of Congress I think we need to 
look to new sources and to work out these river-basin developments 
with both private and public interests involved. Certainly there is 
a place for both, in my opinion anyway. 

Senator Neunercer. I agree with you. I believe that the sites on 
the smaller rivers should by and large go to the private utilities, par- 
ticularly if they do not involve so-called multipurpose benefits such 
as navigation, flood control, and so on, which are important. I even 
wrote a letter to the Federal Power Commission urging favorable 
consideration of a number of applications by Pacific Power & Light 
on the Lewis River in the State of Washington, which would help 
furnish additional power to the Portland area. 

Pacific Power and Light has had a very effective program in de- 
veloping the waters which flow off the Mount Adams and St. Helens 
watershed. But take a site like Hells Canyon. This is my stand on 
that as a Senator from Oregon, Congressman Lipscomb: I would 
personally rather see that Hells Canyon power site left vacant for some 
future generation to have full development of that site than to use or 
allow it to be used now by the Idaho Power Co. for less than its full 
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development, I think we have to remember we are in a very early 
stage in the history of this great country. 

I made a little talk on Lewis and Clark when I was in Washington. 
We had the Italian Ambassador there and he came up afterward and 
talked to me. He was a very distinguished Latin scholar. He said, 
“You say these men Lewis and Clark came here’”—and I cannot imi- 
tate his vernacular—“only a hundred and fifty years ago to the North- 
west.” He said, “Fifteen hundred years ago, fifteen centuries ago, my 
country was worried about the cutting off of the last great Italian 
forest.” 

I say if after only a hundred and fifty years of white people in the 
Pacific Northwest we are confronted with a decision as to whether to 
take a great power site in order to create energy and have that used 
for less than its full development, or to save it for some future gen- 
eration to use to the maximum, I would say by all means save it for 
a future generation. We have seen only the beginning of this great 
country. 

I was interested to note in a recent article in the New York Times 
that the Russians, for example, have a great and vast program of river 
development—some of the greatest in the world, like the Volga and 
the Ob, and building projects of the size of Grand Coulee. This 
article went on to point out the comparison of the amount of energy 
in the race between the free world and the Soviet world. 

I would say to take a site like Hells Canyon and use it for 500,000 
firm kilowatts of power when the high dam, regardless of who builds 
it, is capable of 900,000 kilowatts of power, I think would not be fair 
to the people of the future. I would rather leave it vacant, and maybe 
2 years from now or 5 years from now or 15 years from now every kilo- 
watt will be gotten there—because we are talking about rivers. You 
know as well as I do a river is different from other resources. 

Mrs. Griffiths’ folks have a farm. They can cultivate the north 40 
and leave the south 40 idle. If someone has a coal mine they can take 
out a part and leave the rest. But once you use a hydroelectric site for 
partial development it is gone, unless you blow it up—which would be 
a terrible thing to do. 

Mr. Liescoms. One more question. Maybe I should be more familiar 
with this, but what is the difference in height between a high-level dam 
and a low-level dam ? 

Senator Nreupercer. I want to say this about your being familiar. 
You have a very great familiarity with our problems. I wish mine 
were as great of your State of California. It is like saying how high is 
up. I do not suppose there is any particular place where you would 
say what is a high-level or a low-level dam except that this is the dif- 
ference between the two programs at Hells Canyon and why those 
dams came about. 

The Idaho Power Co. program for Hells Canyon envisions three 
dams. Brownlee Dam, which would be the largest, of about 360 feet 
in height, which intrinsically is quite a high dam and would have a 
million acre-feet of storage. The other two dams would be Little 
Hells Canyon, as it is sometimes called, and Oxbow, which would be 
so-called run-of-the-river dams. I do not know their exact height, 
but they are quite low. It may be 90 or 100 feet or so, with no storage 
and no water impoundment. 
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As contrasted with that program—doing these from memory—the 
Hells Canyon single high dam proposed in Senate bill 1333 of the 84th 
Congress would be around 730 feet or 740 feet in height and would 
be almost identical with your own great Hoover Dam on the Colorado 
River in height. It would impound 3,800,000 acre-feet of water. 

Mr. Lirscoms. And that is going to have locks? 

Senator Neusercer. No. There is no navigation at Hells Canyon— 
not anything material. There might be a little more water down- 
stream to make it easier for barges to reach Lewiston, Idaho, where 
you recently had your hearings, but there are no navigation locks as 
such that would envision boats going up into Hells Canyon. No. 
Navigation is not a great stake in the Hells Canyon project and it 
would be unfortunate to intrude it. 

Mr. Lirscoms. The benefits are a small amount of navigation and 
irrigation and flood control ? 

Senator Neusercer. The flood control difference is very substantial. 
There is nearly 3 million acre-feet of difference between the 2 projects. 

As far as irrigation is concerned, again I do not want to be guilty 
of misrepresenting the situation. There is no direct irrigated land 
connected with the Hells Canyon project as there is, let us say, at 
Grand Coulee, where you have a contiguous area called the Columbia 
River Basin lands. But Senate bill 1333 does authorize an irrigation 
subsidy out of the power revenues to be used in helping to reduce the 
acreage cost on the Mountain Home reclamation project in Idaho. 
That is the extent of the irrigation. Some of the power revenues 
would be used to bring down the cost of the Mountain Home project 
so that it would be feasible for settlement by farmers. That is the only 
irrigation there. 

Mr. Jones. Thank you very much, Senator. It has been a pleasure 
to have you. 

Senator Neupercer. It has been a great privilege to come here. 

Mr. Jones. It is nice to visit in your great State. 

Senator Neunercer. We do have a great State and you were favored 
with an excellent day Sunday, too. 

Mr. Jones. Without objection, the letter from the United States 
Treasury, referred to by Senator Neuberger, will be made a part of 
the record at this point. 

(The letter referred to is as follows :) 

UNITED STATES TREASURY DEPARTMENT, 
Washington, D. C., June 28, 1955. 
Hon. RicHARD L. NEUBERGER, 


United States Senator, 
Washington, D.C. 

My Dear SENATOR: Your letter to Commissioner Andrews, dated June 6, 1955, 
and referring to the decline in internal revenue collections in the State of Oregon 
from 1952 to 1954, has been referred to me for reply. 

As you know, internal revenue collections on a nationwide basis decreased by 
1.7 percent from 1952 to 1954, while collections in Oregon decreased by 15.2 per- 
cent. The only State to show a decline proportionately larger than that of 
Oregon was Wyoming, where collections fell off 16.5 percent. Oregon’s decline 
resulted from the combination of a slight increase in withheld individual income 
taxes, which comprised almost half of total 1954 collections, and substantial 
decreases in all other major classes of tax collections. Nonwithheld individual 
income taxes fell off 20 percent in Oregon as compared with 10 percent for the 
Nation; corporation income and profits taxes declined by almost one-thind in 
Oregon and only about one-tenth in the country; other internal revenue, con- 
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sisting of estate, gift, excise, and miscellaneous taxes, decreased by almost one- 
fourth in Oregon as compared with only 2 percent nationally. 

An examination of number of returns filed in the calendar years 1952, 1953, 
and 1954 indicates a trend for Oregon fairly consistent with that for the country 
as a whole in regard to all classes of tax other than employment. Oregon and 
the Nation as a whole increased in individual income tax and all other income-tax 
returns other than corporation. Decreases occurred in corporation and excise- 
tax returns. The decrease in excise-tax returns is largely attributable to the 
change in filing requirements from a monthly to a quarterly basis. In the case 
of employment-tax returns, Oregon departed significantly from the national trend. 
Nationwide, employment-tax returns increased slightly from 1952 to 1954; in 
Oregon, however, such returns fell off by more than 5 percent. 

We have no knowledge of the specific factors, economic or other, which are 
responsible for the decline in Oregon collections from 1952 to 1954. We have, 
however, examined our collections data trend with reference to other economic 
indices, namely, population and income payments data. Census Bureau esti- 
mates of population by States as of July 1, 1952, and July 1, 1953, indicate an 
increase of 1.6 percent in the Nation’s population, while Oregon was 1 of only 
8 States which suffered a slight decline in population. The August 1954 issue 
of the Department of Commerce publication Survey of Current Business pro- 
vides analyses of income payments nationally and by States for the 1952 and 
1953 years. These indicate that total income payments in the United States 
and in the Far West region, which includes Oregon, rose by 6 percent from 1952 
to 1953, with the largest percentage increase, 11 percent nationally and 10 per- 
cent regionally, occurring in manufacturing payrolls, which account for more 
than one-fourth of total income payments. Total income payments in Oregon, 
however, rose only by 1 percent, while manufacturing payrolls showed no in- 
crease. In fact, Oregon’s trend failed to keep pace with the national trend and 
the Far West regional trend as respects Government income payments, trade and 
service income, manufacturing payrolls, and construction payrolls. 

There is no direct relationship between income payments made to individuals 
and income tax collections for a specific calendar year, since collections in a 
given year are in part attributable to current year income and in part attribut- 
able to prior years’ income. The quantitative impact of the changes in income 
payments from 1952 to 1953 on internal revenue collections cannot be measured, 
but the depressed trend of Oregon income payments as compared with those for 
the Nation as a whole appears to support the sharp decline in Oregon’s collections 
as compared with the more moderate national decline. 

I realize that this information does not provide the detailed reasons for the 
decline in Oregon but I hope it will be of value to you in appraising the 
situation. 

Very truly yours, 
E. H. VAUGHN, 
Acting Assistant Commissioner. 


(The following statement was submitted by Representative Edith 
Green, of the Oregon Third District :) 


STATEMENT OF HON. EDITH GREEN, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF OREGON 


As the Congresswoman from Oregon’s Third District, let me express gratitude 
to this committee for its decision to hold these hearings here in Portland. Previ- 
ously this city was the site for one of the hearings conducted by the Hoover task 
force, and I feel it is not only desirable to have you here but it is also necessary 
for this committee to “set the record straight” on many of the misleading state- 
ments issued by this task force concerning water resources and power in the 
Northwest. 

The report of this task force is extremely negative and in fact regressive. It 
reads as though the handpicked majority members were looking straight ahead— 
into a rearview mirror. The report contains distorted facts, unwarranted con- 
clusions, inconsistencies, and prejudiced recommendations. It could have been 
prepared and dictated in a few weeks right from the private-power handbooks, 
eliminating the necessity of spending $430,000 of taxpayers’ money, eliminating 
the imposing machinery of a 26-member force which paraded throughout the 
country for over 1 year, accompanied by fanfare and trumpets. The ideas and 
eonclusions were preconceived. Any competent person with knowledge of the 
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past performances of the majority of individuals comprising the task force could 
have predicted almost to the letter what the report would contain before this 
expedition set forth to inform the people as to what was best for them. 

If their proposed and imputed policies were to go into effect—which is hardly 
thinkable—-the results would be calamitous to the Nation, and especially so to 
Portland, Oreg., and the Pacific Northwest. They would check the kind of de- 
velopment that has been so important to this region, in view of its extraordinary 
water resources and the unusual economic dependence upon them. The impor- 
tance of water resources to the Pacific Northwest is accented by the lack of out- 
standing fuel-energy resources. The check would not be a temporary one, but the 
results would be felt for all time since the water resources would not be fully 
developed and would not be economically developed under Hoover Commission 
and task force policies. 

Between 1933 and 1953, under favorable water and power policies, the Pacific 
Northwest region and the vital centers like Portland that serve it have gone 
through a vital and dynamically expanding stage of their history. In that period 
of two decades, the regional growth was large and sound. A few highlights of 
that growth—in very round figures—will prove illuminating: 

Population growth in the Pacific Northwest was over 00 percent—about 24% 
times the national average (3.2 million to nearly 5 million). 

All employment in the region increased in direct parallel with population— 
over 50 percent—but manufacturing employment increased by over 60 percent. 
(All employment from about 1.2 to about 1.9 million; manufacturing from about 
0.21 million to about 0.35 million. ) 

From the low of the depression in 1933 to 1953, the regional product of goods 
and services increased by about 300 percent in constant dollars. (From about 
$2.5 billion to about $10 billion. ) 

Electric power capacity in the region increased by about 300 percent, which 
is over twice the national rate. All this new power in the region—at great 
volume and at lowest cost in the Nation—was the great energizer of the regional 
economy. It brought the basic electrochemical and electrometallurgical indus- 
tries that must have low-cost power, and these produced about 40 percent of 
the Nation’s aluminum—and made possible enormous regional contributions to 
the Nation’s war effort and its continuing security. Also, through the years 
they have brought and are bringing into the region, with its large and small 
urban areas, a large number of secondary processing and manufacturing indus- 
tries that have meant increased and widely distributed business opportunities 
as well as increased employment with attendant payrolls that contribute so 
much to the lifeblood of our economy. 

At the end of the two decades the Pacific Northwest and Portland were in 
full progress, and prospects for a continuing and expanding development were 
exceedingly bright. A condition precedent for the kind of progress needed if 
the Nation and region were to meet their expanding requirements for land, 
water, energy, raw materials, goods, and services was full and economical 
developmert and use of resources, at a rate commensurate with the general 
expansion of the national population and gross product. 

During the two-decade period the region was effectively pulling itself out of 
its colonial-type status—in which it was—and is still—highly dependent upon 
the extraction of raw and semiprocessed materials from its lands and forests 
at home and upon the industrial Northeast for manufactured goods. While it 
was sustaining its place in agriculture and forest production, it was broadening 
and diversifying its economic base, its production, and its manufacturing activity. 

The effects of the Hoover Commission and task force proposals would be to 
very seriously check this progress. They would impose additional costs on power 
and on water transport that would have the effect of cutting back the rate of 
growth and resource development, of producing industry, and of economic oppor- 
tunity in business and empioyment. The effect is the vicious circle: Increased 
costs imposed would result in higher cost of products, higher prices would result 
in diminished consumption, diminished consumption in diminished demand, and 
diminished demand in diminished development and use of resources. 

The Hoover Commission and its task force have produced reports and proposals 
that are open to attack all along the line. They are not constructive and pro- 
gressive; they are not designed to meet expanding needs, and they make little 
pretense of doing so. They are not in the national interest and the general 
public interest. Except for the dissents, they make little effort to conceal their 
zealous adherence to private power interests. They follow a well-known private 
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utility “line.” They would give the private-power people what they have been 
working for—namely, restrictions on Federal activity in wholesale power devel- 
opment in connection with multiple-purpose projects, increases in charges for 
Federal costs and decreases in allowances for benefits of Federal development, 
abolition of the Federal yardstick, and increased difficulties for public and 
cooperative power distributors. In short, the findings constitute premeditated 
murder of the entire Federal power system. 

In contrast with this touching faith in the private utilities, the task force 
shows an opposite and strong distrust of our Government which we have 
established and strengthened through the years. It repeatedly and blandly 
implies that our Government—including the Congress and the courts, as well 
as the executive branch—has gone beyond the proper scope of Federal 
Government activities. 

Findings 4 (p. 13), 5 (p. 14), and 6 (p. 17) are good examples of second 
guessing on long-considered and long-established constitutional and legislative 
actions. Finding No. 4, for instance, seems to take the Government, including 
Congress, to task for having social and political ends. Presumably the task 
force would repeal—forthwith—the welfare clause of the Constitution. The 
provisions for an extra check and balance—on the Congress, the Comptroller 
General, the Director of the Budget, and the administration—in the form of 
a Board of Review is another evidence of distrust of our Government. Among 
other things, this Board would determine the propriety of Federal commitments 
for authorized water resource and power projects (task-force recommendation 
10, pp. 93-94). 

The reports, particularly that of the task force, do extreme violence to the 
basic principles of resource development that have been taking root in our 
laws and philosophy during the past 50 years and more. Briefly, I am thinking 
of the principles of multiple use of resources, under which maximum benefits 
and minimum costs are attained. I am thinking of the unity of river basins, 
as has been so well demonstrated in the Tennessee and Columbia Valleys in 
particular. I am thinking of the full use of resources with minimum waste, 
either through nonuse or inefficient use. I am thinking of the principles of 
conservation, and of a continuing yield of resources—for human use. And I 
am thinking of the principle of the public interest—as I have indicated—of 
the greatest good for the greatest number. 

It would be desirable to be as specific as possible about the Hoover and 
task-force reports, their effects and defects; but because of the limited time 
available I know the committee members will want to hear from as many 
witnesses as possible. Therefore, I will not attempt to cover more than just 
a few of the many discrepancies to be found. The task force would, as a 
general objective, increase local responsibility and fix limits of Federal activity. 
It would have responsibilities for water resources and power picked up in the 
wrong order: (1) private, local, and State, and (2) Federal. It would ignore 
the primary, constitutional, and statutory Federal responsibilities for water 
resources. The Hoover Commission itself wouldn’t go so far, and its dissenters 
would respect inherent Federal responsibilities. (Task-force report, pp. 86-87; 
Hoover Commission report, pp. 36-37, and dissents on p. 127.) 

The task force and the Hoover Commission would lean on an “interstate 
compact” organization to take over the Federal Government’s Federal power 
business in a number of regions. The interstate compact has been well demon- 
strated, over years of effort, as an impractical measure for regional development 
and operational purposes. Under several masters, with conflicting and even 
seemingly conflicting interests, the chances of action are practically nil on a 
complex matter like river development. An interim interstate compact group, 
negotiating for the past several years for the Columbia River Basin, has not 
yet gotten to first base; it has not yet been possible for all the States to ratify 
an agreement with respect to cooperative planning—much less to development 
plans, construction, and operations. Besides the practicality of this proposal, 
its propriety is seriously questioned. All three of the Hoover Commission 
dissents question the propriety of any such abdication of inherent Federal 
responsibilities. (See Hoover Commission report, pp. 123-124, and separate 
statements of Commissioners, pp. 127 ff.) 

The task force would set up artificial costs for Federal projects, and would 
decrease allowances for benefits from such projects, by requiring the use of its 
own set of principles to be applied in determining economic justification of water 
resource and power projects and programs. (Recommendation 5, p. 88, and 
“principles,” pp. 104 ff.) The Federal public projects would be saddled with 





private 
to priv 
the Gc 
a Gov 
wholes 
the co 
The lc 
import 
electro 
the co 
low pr 
operat! 
lished : 
It s! 
operat: 
first is 
able to 
ernme! 
low co 
wholes 
tion in 
likely 
propert 
utilitie 
instanc 
of pow 
The pu 
with tl 
concer! 
ona ye 
The 
when } 
to the | 
prices « 
One of 
compet 
more e 
prices. 
in Port 


continu 
tions a 
absolut 
private 
ment a) 
full dey 
ment p 
On tl 
more li 
fits to t 
tion. | 
Federa) 
may be 
by the 
The | 
Power 
tion of 
ment. 
benefits 
to bring 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2525 


private costs, including the higher interest rates and taxes that would apply 
to private utilities. Certainly there is no justification in the public interest for 
the Government to charge itself with more than the cost of its money, or for 
a Government wholesale power operation to pay taxes equal to those of a 
wholesaling and retailing private utility. And there is every good reason why 
the costs and rates for Federal power must be kept down to the minimum. 
The low cost and high volume of Federal power is what makes it such an 
important public purpose and public tool. Here is the basis on which new 
electrometallurgical and electrochemical industries can be developed. Without 
the constant view of a reserve of power over a long period ahead and at a 
low price, these industries, in which electrical energy forms a large part of 
operating costs, cannot plan ahead, cannot get established, or cannot get estab- 
lished at a rate commensurate with great national need. 

It should be added that there is no basis for comparing a Federal power 
operation and a private power operation, as the task force has done. The 
first is basic resources development; wholesale power is produced and is avail- 
able to all utilities, with preference to public bodies and cooperatives. The Gov- 
ernment would build ahead of the market as a basis for development. The 
low costs are of benefit to the whole economy—to the utility and industrial 
wholesale customer down to the ultimate consumers. They stimulate produc- 
tion in the economy, and expand private and public income. It is extremely 
likely that public income increases through increased incomes and increased 
property values will much more than offset any losses in taxes paid by private 
utilities. Even the reality of decrease in utility taxes may be doubted in many 
instances if the utilities purchase and distribute considerably larger quantities 
of power as a result of economical, multiple-purpose river development programs, 
The purposes of the private utility are different. It is not concerned seriously 
with the full development of resources. With assured profits it is often little 
concerned with maximum volume of business. It need lead the market only 
on a year-to-year basis. 

The report’s stern advocacy of “free enterprise” seems somewhat ridiculous 
when you consider their contemplation of raising the price of public power up 
to the private power level, thus installing private utilities as the agent for fixing 
prices of power at any figure they so desire. This is free enterprise in reverse. 
One of the advantages of a free-enterprise system is the encouragement of fair 
competition so that the general public will benefit from efficient management, 
more economical production methods, and the consequent advantage of lower 
prices. In view of this, consider how free the private-power enterprise is here 
in Portland. We used to have three companies serving this city with power: 
Northwestern Electric, Portland General Electric, and Pacific Power & Light 
Co. Now there are only two—P. P. & L. having merged with Northwestern, 
and I would venture to predict that within a few years invitations will be 
sent announcing the wedding of PGE and P. P. & L. 

One doesn’t need a crystal ball to see what is happening and what will 
continue to happen to the public interest if the Hoover task-force recommenda- 
tions are permitted to be carried out. Plainly the goal is the complete and 
absolute monopolization of electric energy. The effects of the price raising to 
private-utility levels will be to put a damper on the rate of power-load develop- 
ment and on the economy. They will also hamper if not completely prohibit the 
full development of hydroelectric power resources by pricing some of the develop- 
ment potential out of the market. 

On the other side of the picture—the benefits side—the task force gets in some 
more licks at the Federal project and program. It seeks generally to limit bene- 
fits to those of the market place—those that are susceptible of monetary evalua- 
tion. The general welfare, the interstate and foreign commerce, and other 
Federal motives are vital in public projects. General economic and social values 
may be crucial in program and project decisions, but they are given short shrift 
by the task force. 

The full Hoover Commission recommends that rates be fixed by the Federal 
Power Commission, which is at present oriented very strongly to the considera- 
tion of private development rather than to public resources and power develop- 
ment. The obvious motive of the double-barreled attack on Federal costs and 
benefits is to make it difficult or impossible to justify Federal projects and thus 
to bring the Federal programs to an untimely end. 

The misconceived “partnership plan” of the present administration, under 
which the Federal Government has the principal proprietary interests and legal 
responsibilities and takes the risks, while private interests take the profits— 
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supposedly has the Federal development program on the ropes; the task-force 
recommendations seem to be intended as the knockout punch. 

Even the Hoover Commission may have gagged on these task-force recommenda- 
tions and principles, since it didn’t pass them on with its blessing. But it cer- 
tainly did give its general moral support to the task force and its works. And 
it didn’t say “No.” (See letter of transmittal, and pp. xi-xii.) The Hoover Com- 
mission and its supporters have not repudiated the task force or even damned 
it with faint praise; perhaps they want it to remain in effect even though they 
cannot bring themselves to directly approve any very large part of its findings 
and recommendations. 

Both the task force and the Hoover Commission collaborated directly on a 
recommendation designed to hamper operations of Federal power agencies, like 
BPA and TVA. The task force recommendation No. 8 (pp. 89-90) and Hoover 
Commission No. 1 (h) (p. 37) would require Federal agency payment of all cash 
revenues to the Treasury as miscellaneous receipts and receipt of annual ap- 
propriations for cash operating expenditures. It is difficult to see how a recom- 
mendation, providing for a procedure so foreign to good private business, found 
its way through all the pious expressions of interest in “sound business” in 
Government. What is good for private business is not necessarily good for 
Government business. 

Other recommendations in defeat of “sound business” for the Government 
were adopted by both task force and Hoover Commission. Recommendation 
13.5 (p. 96) of the task force and recommendations 10 and 11 (pp. 111-113) of 
the Hoover Commission would bar the building of steam plants and transmission 
lines in connection with Federal projects and systems. Certainly, this would be 
most unsound business for private industry; it would lose in capability of its 
plant, in flexibility of operation, and in ability to market its product. But 
according to the Hoover Commission and the task force, it would be all right 
for Government business. 

The devastating effects of such limitations, if they should go into effect, 
would be particularly apparent in the Pacific Northwest. The Federal system 
would be at the mercy of the private utilities when it came to fully integrating 
their operations hydraulically and electrically, to firming up hydro with steam, 
to marketing their output. The special economies of the primary power system, 
inherent in diversity and integration, would be lost. The preference customers 
would be blocked off most effectively from their sources of low-cost and abundant 
power. But the task force, if not the Hoover Commission, would make that 
problem a lot less important by abolishing the preference provision itself. 
(Recommendation 13, pp. 95-97.) 

That proposal to abolish the “preference clause”—which has stood in Federal 
reclamation, power, navigation and flood control, and project acts for some de- 
cades—is another example of the bland disregard of established principle and 
law. The preference clause was first introduced as an amendment to the Recla- 
mation Act in 1906. It was included in the TVA Act of 1933, reiterated in the 
Bonneville Projects Act of 1937, the Flood Control Act of 1944, and is in the 
Atomic Energy Act of 1954. Such a provision is deeply rooted in the principle of 
wide public benefits for public expenditures. It has been effective in better dis- 
tributing the benefits of Federal projects and programs in the Pacific Northwest 
and other parts of the country. 

On page 113 of the Commission’s report, this high-sounding paragraph is listed : 
“The task force insists that in equity the private utilities and their customers 
should be able to secure a fair share of the Government power on equal terms 
with preference customers.” Even using their own dubious figures which appear 
on the preceding page 112, let’s see how justified this self-righteous, wounded 
outery really is. They list the percentage of Government power from the 
Columbia Basin, received by preference customers in 1953 as 33.3 percent, which 
means private utilities receive two-thirds of the Federal output. Obviously their 
interpretation of a “fair share” is 100 percent. 

I would like to illustrate what the task force and Hoover Commission ap- 
proaches and proposals and effects mean in terms of a specific river reach and 
project—Hells Canyon. 

Under the established principles of comprehensive, multiple-purpose river basin 
development, the Federal Government planned a single project for the Hells 
Canyon reach as an element in the “main control plan” for the Columbia and 
its major tributaries. This project—the high Hells Canyon Dam—would develop 
the full storage and the full power head of the reach. As major benefits it would 
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provide 3.88 million acre-feet of usable storage, primarily for power and flood 
control, and 0.8 million kilowatts of installed power capacity at the site. With 
the downstream effects of operation of the Hells Canyon storage, the project 
would add incrementally to the Federal Columbia power system about 1.1 million 
kilowatts of prime power, or about 1.4 million kilowatts of salable firm power, 
which would be available initially under the current Bonneville Power Adminis- 
tration rate of 2 mills per kilowatt-hour. If the average contribution of the 
project over a 50-year amortization period is considered, the project output would 
be over 0.9 million kilowatts of prime power at a cost of about 2% mills per 
kilowatt-hour. The Federal project would also maximize, directly or indirectly, 
other multiple benefits in flood control, navigation, irrigation, and recreation. 
In short, it is in thorough accord with the principle of full use of resources. 

In contrast, the proposal of the Idaho Power Co. is essentially a single-purpose 
power project. It would also develop the full power head of the reach, but with 
3 dams instead of 1. Its at-site power capacity—of nearly 0.8 million kilowatts— 
would approximate that of the Federal high dam. But it would develop only 
1 million acre-feet of the water storage potential for downstream power and 
flood control. Lacking in storage capacity and producing little power at down- 
stream dams, and also lacking integration in the regional power system, its total 
output will be only about 0.5 million kilowatts over the 50-year period. The 
cost of that power is estimated at 6.6 mills per kilowatt-hour. 

The comparative effects of the two alternative projects should be obvious and 
striking. The Federal project, with larger volume and lower cost power, will 
bring wider power use, wider resources development, wider economic develop- 
ment. The low cost will bring the power within the reach of the demanding 
electroprocess industries; it will stimulate the development of the Nation’s 
largest reserve of phosphates which centers in the Upper Snake Basin. The 
project will stimulate the general economic development and diversification of 
the Snake Basin in Idaho and Oregon—an area relatively underdeveloped, highly 
agrarian, with relatively low-per-capita income. The private project with its 
lower volume and higher cost power can do little in these directions—little to 
change the status quo. It will take a considerable chunk out of the storage 
capacity potential for the control of damaging and dangerous floods downriver 
on the Columbia. 

These comparative conclusions can be substantiated by reference to the de- 
cision of the Federal Power Commission’s disinterested examiner, who heard 
and studied a mountain of evidence on the case over a 2-year period—and whose 
findings and conclusions were flagrantly and shamelessly ignored by the admin- 
istration’s private-utility-conscious members of the Federal Power Commission. 

The private Idaho Power Co. Hells Canyon projects epitomize the policies 
proposed by the task force and the Hoover Commission. They would restrict 
Federal operations and expand private monopolistic tendencies with little re- 
gard for full use of resources and maximum public benefit. The task force 
would impose arbitrary principles that would penalize Federal projects and 
programs in cost and benefit analysis. They would bar the increase in efficiency 
of Federal systems through the addition of steam plants. They would bar the 
extension of the primary Federal power transmission system—and thus, in the 
Pacific Northwest, exclude a large part of the Columbia Basin from the great 
benefits of that river-basin and regional primary power system. 

I wish to thank this committee for inviting me to appear before it and to pre- 
sent this material. This is a matter of grave importance to the Nation, the 
Northwest, to Oregon, and to the people of the Third District which I represent. 
The Hoover Commission and task-force recommendations on water resources 
and power must not be permitted to prevail. It means the difference between 
continued vigorous life and regressive, stagnant death. 


Mr. Jones. Mr. Lewis A. Stanley, State engineer of the State of 
Oregon. 
It is good to have you, Mr. Stanley. You may proceed. 


STATEMENT OF LEWIS A. STANLEY, STATE ENGINEER, STATE OF 
OREGON 


Mr. Srantry. Thank you, Mr. Chairman and members of the com- 
mittee. 








2528 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


My presentation at this hearing concerns only one of the items in- 
cluded in recommendation No. 1 of the Report to the Congress by the 
Commission on Organization of the Executive Branch of the Gov- 
ernment, dealing with water resources and power. It is item (d), 
found on pages 36 and 37 of the report, reading as follows: 

That in participating in water resources and power development the Federal 
Government without waiving its constitutional rights should take account of 
the rights and laws of the separate States concerning the appropriation, use, 
control, and development of waters within their boundaries. 

I approve the recommendation as quoted. I call your attention, 
however, to the need for specific legislation by the Congress to compel 
the agencies and departments of the Government to observe the prin- 
ciple and to comply with its intent. 

The United States Supreme Court has ignored, it seems to me, 
the desires of the Congress as clearly expressed in the Reclamation 
Act, the Federal Power Act, and the Flood Control Act of 1944. The 
June 1955 decision of that Court in the case of Federal Power Com- 
mission versus State of Oregon delivered a severe blow to the here- 
tofore accepted rule that western water rights are determined by and 
dependent upon State law. The decision is locally known as the 
Pelton decision. It upheld the issuance of a license by the Federal 
Power Commission, over the objections of the State of Oregon, on 
the Deschutes River, a nonnavigable tributary of the Columbia. The 
Deschutes is wholly in Oregon. The licensee has not obtained a right 
from Oregon to appropriate and use the water for this project. The 
Supreme Court held that it did not need to do so. 

he license grants the licensee a right to use the waters of Deschutes 
River and limits all future appropriations of water from the Deschutes 
and its tributaries above the Pelton site to certain quantities and uses 
the Federal Power Commission has decided would be necessary. 

Mr. Jones. May I ask you a question on that point ? 

Mr. Srantey. Yes, sir. 

Mr. Jones. What is the constitutional provision with the authority 
for the State of Oregon over the waters that flow within the State? 

Mr. Srantey. Only that all the waters of the State belong to the 
public and are subject to appropriation. 

Mr. Jones. Is that similar to the constitutional provision in the con- 
stitution of the State of New York, do you recall? 

Mr. Srantey. I couldn’t tell you that. 

Mr. Jones. You may proceed. 

Mr. Srantey. In other words, the Federal Power Commission has 
decided what is good and what will be good for the people of Oregon. 
I believe that the Congress never intended for such a thing to happen. 

The United States Supreme Court has many times upheld the rights 
of the Western States to control the appropriation and use of waters 
on public lands. In the Pelton decision it reconfirms the previous 
decisions, but held that the lands to be occupied by the project are 
“reserved lands” and not “public lands.” Part of the project land is 
within an Indian reservation and part is lands withdrawn as site 
reserve by Executive order of the President in 1910. 

Licensing of the Pelton project considered separately has no very 
serious consequences. There is a difference of opinion among the 
people of Oregon as to whether the project should be built, some hold- 
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ing that the Deschutes River in this location is more valuable for 
propagation of anadromous fish and for recreation, and other main- 
taining that the recreational potential would be enhanced by construc- 
tion of the project. Regardless of the merits, the Pelton decision 
is critical, as it affects the control by the State of waters of many 
other streams on which there are Federal power-site reservations, 
forest reservations, and others. Practically every potential power 
site in the State involves these reserved lands. There are reserved 
lands among certain streams which the people of Oregon have deter- 
mined by legislation should not be appropriated for power purposes. 
One of these is the Rogue River, a nationally known fishing and rec- 
reational stream. If the Pelton decision is to be the law, the Federal 
Power Commission can ignore the desires of the people and license 
power projects on this stream. 

At the last session of the Oregon Legislature, a new law was passed 
creating a water resources board. The board is charged with the 
duties of formulating a water policy for Oregon and planning a 
coordinated, integrated program of development of our water re- 
sources in the interests of all the people. If the Pelton decision is to 
be the law, the Federal Power Commission will dictate the develop- 
ments to be made on all of our streams which flow through reserved 
lands of the United States, and that includes practically all of the 
undeveloped streams of this State. Any plans made by the State for 
orderly development will be wasted motion. 

Oregon has a hydroelectric commission which has been controlling 
the appropriations of water for hydroelectric projects since 1931. 
The law under which this commission operates states that no project 
to utilize the waters of Oregon for hydroelectric development shall be 
begun or constructed except in accordance with said law. As almost 
all potential projects involve Federal lands, not open to entry under 
the public land laws, the Pelton decision largely nullifies this law. 

There will be introduced in the coming session of Congress bills to 
restate the position of Congress with regard to the control of the 
appropriation and use of water so as to make certain that the United 
States and its licensees must comply with the laws of the States. I 
hope that such legislation will have the support of this committee. 

Mrs. Grirritus. Thank you very much, Mr. Stanley. 

Do you really feel that there are any lawyers sitting here in this 
audience today, or in Portland, who actually know what the law of 
Oregon is on water rights? 

Mr. Srantey. The laws of Oregon are among the oldest and most 
complete of the water codes of any of the Western States. Our 
present water code has been in effect since 1909 and has been many 
times interpreted by the Supreme Court. 

Mrs. Grirrirns. And it is interpreted by the Supreme Court because 
some lawyer did not agree with another lawyer as to what the rights 
were. Isthatright? 

Mr. Srantey. Yes. I think that is correct, and probably a fair 
statement. . 

Mrs. Grirrirus. It seems to me that would be the difficulty. Of 
course, first the United States in some areas has a primary power, 
so that it has to consider the rights of all the people. But, secondly, 
the real difficulty for Congress would be that since the people of the 
States themselves are not too certain as to what the law is, as is evi- 
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denced by the fact that they g° from time to time to their own supreme 


courts for decisions, it would be putting on Congress an impossible 
burden. They just could not find it out. 

Mr. Srantey. I do not see any particular problem there. I think 
the Congress, as I stated, has always intended that appropriations for 
the beneficial use of water, regardless of by whom made, should be 
under the State laws. I think a reaffirmation of that in no uncertain 
terms would do a lot of good. I do not believe there is any question 
of legality. 

For instance, when you come to the sovereign control of these waters, 
I have no question that the United States should control the construc- 
tion of power projects on navigable waters, but there is not any im- 
portant conflict between the jurisdictions of the two; that is, of 
the United States and the State. I think if a project like the Pelton 
has any effect on the navigability of the Columbia River because the 
Deschutes is a tributary of the Columbia River and because the 
Government owns lands along this river, then certainly there is nothing 
wrong with the Government requiring that a license be issued by the 
Federal Power Commission. 

At the same time, I do not see any incompatibility between that 
view and the view that the appropriator of water should take his water 
rights along with any other appropriators of water from that stream, 


so his priority could be established under State law and his right , 


would be subject to all prior rights. 

Mrs. Grirrirns. Any State bordering the Mississippi River, for 
instance, could not make a law that determined its rights on the Mis- 
sissippi River, could it? 

Mr. Stantey. I would think that the States could make laws which 
would permit the appropriation of water from the Mississippi River. 

Mrs. Grirritus. Chicago would like to appropriate water out of the 
Great Lakes at the rate of 10,000 cubic feet a second. However, when 
they do that would lower the St. Clair River near Detroit, which has 
the most tonnage passing through it of any river in the world. So we 
do not want them to lower the level of that river and we do not want 
them to take that 10,000 cubic feet a second, and, in fact, they are not 
permitted to. 

Do you have any questions, Mr. Lipscomb? 

Mr. Liescoms. There is an interstate group or interstate commission 
in the western States on water, is there not ? 

Mr. Stantey. Are you speaking of the Columbia River Basin? 

Mr. Liescoms. No. California and Oregon. Do they not work to- 
gether in some kind of group, or committee, or commission on water? 

Mr. Stantey. No. I think not. We have a group known as the 
Association of Western State Engineers, which includes the State 
engineers of all 17 Western States, and we work very closely together. 

Mr. Lrescoms. I was under the impression that there was a group 
in the Western States. I was going to ask, has this particular sug- 
gested legislation been agreed to by the Western States? 

Mr. Srantey. It has been completely agreed to by the Association 
of Western State Engineers, which adopted a resolution on this sub- 
ject at its meeting in Denver this last fall, and a similar resolution 
was adopted by the National Reclamation Association in Lincoln, 
Nebr., this fall. 
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Mr. Lirscoms. The chances are California will join you in that. 
Mr. Stanuey. Yes. California will be represented before this com- 
mittee on the same subject at your meeting in Los Angeles. 


Mr. Lirscoms. In the creation of your water resources board—is 
that the title of it 


Mr. Stantey. Yes, sir. 

Mr. Lirscoms. Do all water problems in your State go before that 
board, and do they act on all of them ? 

Mr. Srantey. Not specifically all. The law provides if the public 
interest is involved, the board can ask that any application for a per- 
mit be referred to it, so that the board can make the determination; 
or, if an application for a permit is in my office and I feel that the 
public interest is involved, I may refer it to the board; or, if any par- 
ticular group of citizens, or any single citizen, so requested, the appli- 
cation would be referred to the board for determination. 

Mr. Lipscoms. Does the board have responsibility for planning and 


coordinating of water developments and water problems in the State? 
Mr. Stan.ey. Yes, sir. 


Mr. Lirscoms. Thank you. 
Mrs. Grirrirus. Thank you very much. 
Mr. Siecke—we are very glad to have you, Mr. Siecke. 


STATEMENT OF KURT H. SIECKE, PROFESSIONAL ENGINEER, 
PORTLAND, OREG. 


Mr. Stecxe. Thank you, Congresswoman. 

I am a professional engineer with offices at 429 Southwest 4th Ave- 
nue in Portland, associated with other engineers, whose principal in- 
terest is the design of industrial plants, water supply works, and 
similar works. Is am associated with Messrs. Kurtichanof, Dorner, 
and Cochran in individual and joint practice involving industrial 
plants, water supply sewage disposal, and related work. 

I am appearing before this committee because of our great interest 
in resource development and to express the considered opinion of 
many thoughtful people regarding the policies of the Federal 
Government relating to the economic development of the Pacific 
Northwest. 

Many other professional engineers agree with these views. We are 
concerned at the extent to which political theories have affected the 
study and solution of problems dealing with economics and resource 
development. 

Your committee is engaged in a search for fact and opinion. I am 
sure that you differentiate between the two. Engineers are concerned 
at recent controversies which have greatly confused the public as a 
result of the partial use or distortion of factual information. —__ 

Professional engineers have no quarrel with differences of political 
belief. Resolving such differences either by compromise or argument 
usually results in the most desirable and constructive solution, pro- 
viding all points of view and the factual data are ascertained and 
considered. aa 

But for quite a number of years, the criterion used to evaluate in- 
formation by many people in public life is, “Does it serve our pur- 
pose?” Perhaps such a criterion is to be expected in poltical matters, 
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but when the basic philosophy of our form of government is involved, 
the dissemination of partial or misleading information leads us into 
dangerous waters. 

The employment of many thousands of engineers by Government 
agencies is one aspect of this problem. It is one to which I refer now 
because of the great pressure which may be exerted upon an engineer 
employee of a Government agency. Unusual moral strength and per- 
sistence may be necessary for him to make a thorough analysis of a 
controversial subject and report all the facts rather than merely those 
desired by the heads of his department. 

Mrs. Grirrirus. Do you feel that a consulting engineer is also bound 
by some interests of his clients ? 

Mr. Stecxe. He would ordinarily use his selective prerogatives in 
the clients to whom he engages his services. In other words, I feel 
that, as many lawyers do, they would prefer not to accept certain 
commissions if they are contrary to their views. 

Mrs. Grirritrus. But if they accept it and if the lawyer accepts the 
case, he presents the facts that are favorable to his client, does he not ? 

Mr. Srecxe. That is true, I think. 

Mrs. Grirrirus. That is true of any engineer for hire, is it not ? 

Mr. Srecxe. I dislike the use of the words “for hire.” Engineers 
are professional people and they have the prerogative of not accept- 
ing the commission from certain clients if they feel that it would 
ee them in a direction that is contrary to their professional stand- 
aras. 

Mrs. Grirrirus. But ethically, once they have accepted it and ac- 
cepted the money they are bound to produce the facts that are favor- 
able to their clients. 

Mr. Srecxz. That is a very controversial subject to all professional 
engineers and leads to inquiries into codes of ethics, and frequently 
the bringing of charges against engineers. In other words, we are 
professional people. 

Mrs. Grirritus. If it is controversial, then you would say there are 
engineers who do just that? ; 

Mr. Srecxe. They would not be strictly professional engineers, 
which I class myself as. ‘ 

Mrs. Grirrirus. They are members of the profession by the laws 
of the States. 5 ‘ 

Mr. Srecxe. They do not remain members if they violate the stand- 
ards of professional practice. 

Mrs. GrirFirns. How many have you ever had thrown out? 

Mr. Srecxe. We have had, if you remember, a recent dispute in 
South Carolina where seven members of the engineering profession, 
members of the American Society of Civil Engineers, were repri- 
manded, and one of them was dismissed from the society and the 
others are required to change their practices. 

Mrs. Grirrirus. How many engineers are there? 

Mr. Srecxe. Oh, I imagine there are 40,000 or 50,000 engineers in 
professional practice. 

Mrs. Grirrirus. So it is a very few that have ever been thrown out 
and there is a controversy-——— 

: “0 Srecxe. Does not the same situation apply in the legal profes- 
sion 
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Mrs. Grirrirus. Absolutely. When I aécept a client I do not 
propose to go out and dig up facts that help the other side. 

Mr. Stecke. On the other hand, would you take any case? 

Mrs. Grirritus. No; I do not take any case. 

Mr. Stecxe. That is just the point I would like to bring out. 

Mrs. Grirritus. But once I did, I represent the side I am hired 
to represent. 

Mr. Stecke. And shift the facts so that you may not necessarily 
bring out the true facts? 

‘ Mrs. Grirrirus. No, I bring out the true facts as they apply to my 
client. 

Mr. Srecxe. I feel we are getting pretty far afield, and with your 
permission I would like to continue. 

Mrs. Grirrirus. All right. 

Mr. Sreckr. A flagrant example of such practices occurred under 
Secretaries of the Interior Ickes and Chapman which referred to 
the pressure brought to bear on engineers in Government service, to 
continue the continuity. The splendid work of many honest and 
capable professional engineers in the Bureau of Reclamation and an 
honorable record of many years was besmirched under their adminis- 
trations and that of First Assistant Secretary Michael Strauss. 


Mr. Strauss, although in charge of engineering, was not an engineer. 
By reason of his incumbency the Bureau of Reclamation issued a 
series of proposals and sponsored projects which are still recognized 
examples of political policymaking while dealing with economics and 
the feasibility of reclamation and irrigation projects. 

This exemplifies the basic reason for the strong objection to the 
entrance of the Government into business operations in competition 
with private enterprise. The Strauss information service was 
notorious. 

I have discussed these somewhat philosophical aspects at such 
length because they apply directly to the subject at hand. Engineers 
if they deserve professional standing must develop and deal with 
facts; lawyers, politicians, and administrators should be guided 
thereby. 

We in the West are very much interested and concerned in the 

olicy of the Federal Government regarding water resources. The 
State of Oregon only last year enacted a new statute coordinating 
the administration of its water resources. Its objective is to clarify 
and simplify legal provisions and administrative procedures in that 
regard. 

Examination of the Hoover Commission Report on Water Resources 
and Power (not the task-force report) convinces one that its recom- 
mendations, if adopted, will similarly clarify and coordinate the 
functioning of the numerous agencies of the Federal Government 
dealing with these subjects. 

Oregon, together with other Western States, is deeply concerned 
with the four major features of the water problem studied by the 
Hoover Commission. These are: 

1. Reclamation and irrigation; 

2. Flood control; 

3. Navigation; and 

4, Electric power. 
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Anyone who has witnessed the transformation of arid desert or 
marginal land to prosperous farmland and thriving communities will 
recognize the importance of such utilization of our water resources. 
No reasonable person will disagree with the recommendations that 
Irrigation and reclamation projects should be soundly conceived and 
properly executed. Furthermore, their existence should not depend 
upon the diversion of revenues from the sale of power generated at 
irrigation headworks. Of course, if the project is otherwise self- 
sustaining, power revenues become incidental. 

The Columbia and Willamette River Valleys are subject to annual 
floods due to melting snow in the mountains as well as the runoffs 
due to excessive rainfall, The loss and damage from such floods has 
been great, and the construction of flood-control works is therefore 
equally important in the Pacific Northwest as anywhere in the 
United States. 

The deep-water channel in the Columbia and Willamette Rivers 
from the Pacific Ocean to Portland and Vancouver, Wash., are Federal 
Government projects of great value to this entire region. Thousands 
of ships were built in our shipyards during World Wars I and IT. 
Ocean commerce and presently existing drydock and ship repair 
facilities and manpower are a very important segment of our com- 
mercial and industrial life which are dependent in considerable 
measure upon the policies of the Federal Government. The knowledge 
and understanding of Members of Congress are therefore very 
important to us. 

You may be interested to know that despite our abundant annual 
rainfall and usually bountiful streamflow, we are subject during the 
dry periods occurring in the summer months to the need for irrigation 
in the Willamette Valley. Limited natural streamflow during those 
periods would seriously curtail public and industrial water supplies. 
Consequently, the release of water from reservoir supplies stored at 
flood control dams has greatly benefited our region. 

As Members of Congress, you are aware that these essential services 
are variously conceived, financed, and administered. To quote from 
the Hoover report: 

Policy statements of the Congress deal largely with separate water uses, 
separately conceived and separately enacted. Other laws enacted from time to 
time establish individual projects and define areas of authority and in this way 
to some extent fix the intent of the Congress. But overlaps and gaps occur, and 
an overall policy for water utilization and the Federal interest therein does not 
exist. 

We believe that this deficiency would be corrected. 

Before closing. I wish to take a few minutes more to discuss the 
provisions of the Hoover Commission report dealing with waterpower. 
We have recently witnessed in this regard as disgraceful a misrepre- 
sentation of facts and misuse of our administrative processes as I 
trust I will ever see. 

T refer to the Hells Canyon controversy. 

If you are interested, I can provide you with a copy of my testi- 
mony before the Senate Committee on Interior and Insular Affairs 
meeting in Portland on April 6, 1955. The facts are extremely simple 
and understandable. My statement was completely factual and con- 
tained only about eight hundred words, compared to the volumes of 
testimony presented at the Federal Power Commission hearings. 
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I do not pretend they are as complete, but they stated the facts in a 
nutshell. I understand that there are 159 volumes and over 400 
exhibits in the Federal Power Commission records. 

Anyone who believes as I do that the Constitution of the United 
States is the greatest charter of human freedom ever written, must 
strongly question the motives of some of the public power proponents 
who participated in the abortive Hells Canyon hearings. What are 
their objectives? Why are they determined to prevent the use of 
any of the power sites on the Columbia River system by private 
interests ? 

It is my considered opinion that their determination stems not from 
the belief that our natural resources can be best developed by public 
agencies, but because the revenues to be derived from the generation 
and sale of electric power provide the key to political control of our 
region. 

This is no exaggerated statement. Many private businessmen in 
this community did obeisance to the political power of the Bonne- 
ville Administration prior to 1952. Businessmen’s organizations of 
this area considered it expedient to submerge their political beliefs 
where public power was concerned because of the authority exerted 
by the Bonneville Administrator. Even the private utilities toed the 
line because of their dependence upon Federal Government supplies 
of electric power for which they were unable to obtain firm contracts. 

The record shows that public utility districts and the Bonneville 
Administration have subsidized the propaganda for public power 
and have paid many of those who have carried on the campaign for 
federalized public power. Should opposition be overcome, these reve- 
nues can be used to rivet the chains of bureaucratic control upon us. 

These facts supply the reasons why public-power advocates will 
fight so bitterly to prevent the construction of privately owned, elec- 
tric-power-generating facilities. Private utilities dependent for their 
power supply upon public agencies are eliminated as opponents to 
the political aspirations of public-power policymakers. 

The waterpower resources of even our great Columbia River sys- 
tem are not unlimited. The development period is expected to be 
complete in less than 50 years, after which other sources of revenue 
must be provided. This cycle has been enacted in the Tennessee and 
Cumberland Valleys by the TVA. 

Without congressional authorization and by the expedient of the 
revolving fund and irregular accounting practices associated with 
public power agencies, the TVA has constructed and is operating 
steam-generating plants whose projected capacity exceeds that of 
the entire hydro capacity of the region. Efforts of congressional com- 
mittees to curb TVA and obtain financial accounting have been 
unsuccessful. 

Mr. Jones. May I ask you a question ? 

Mr. Srecke. Yes. 

Mr. Jones. You first say: 

Without congressional authorization and by the expedient of the revolving 
fund and irregular accounting practices associated with public power agencies, 


the TVA has constructed and is operating steam-generating plants whose pro- 
jected capacity exceeds that of the entire hydro capacity of the region. 
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Now where and when did TVA either construct or use funds for 
the construction of plants, or make any expenditure, without con- 
gressional authorization ? 

Mr. Srecxz. The TVA has had numerous controversies with con- 
gressional committees as to their application of their funds for the 
construction of projects. 

Mr. Jones. Why, I do not doubt that. And funds have been with- 
held by the Congress from time to time. 

Mr. Stecxe. That is right. 

Mr. Jones. Yet, on the other hand, appropriations have been made. 
But when has TVA made an unauthorized use of its funds? 

Mr. Srecxe. I do not have the record at hand, but I have a file 
full of records in my office that I would be glad to investigate and 
supply that information to you. 

Mr. Jongs. I would like to have it because the Congressional Record 
and the hearings of the Appropriations Committee, and the Federal 
documents are replete with authorizations for them to make expendi- 
tures. I did not know TVA or any other Government agency made 
unauthorized expenditures of funds. 

Mr. Siecxe. I think unless the public press is at fault, that I have 
seen numerous statements or numerous hews items in which various 
Members of Congress have asked for an accounting of TVA practices. 

Mr. Jones. Oh, they have been investigated by congressional com- 
mittees since the day of its inception, but I did not know there was 
information abroad to the effect that unauthorized use of moneys was 
being made by TVA. I did not know that. 

Mr. Stecke. The TVA uses a revolving fund, I believe. 

Mr. Jones. Yes; but it makes an annual accounting to the Appropri- 
ations Committee, which is a public document and is made available. 

Mr. Stxcke. But expenditures are incurred in advance of that re- 
port and, as you mentioned and Senator Neuberger mentioned, if a 
project is started and you cannot complete it 

Mr. Jones. Name one project that did not have congresssional sanc- 
tion. 

Mr. Srecxe. I shall be glad to do so. I will look through my files 
and newspaper records and supply that information. 

Mr. Jones. Can you not give me some official document rather than 
somebody’s opinion who is not a part of the Government. Can you 
not give me some official document where the Congress has taken that 
position ? 

Mr. Srecxe. I have examined the reports of the TVA and they are 
full of misstatements and misrepresentations and faulty accounting. 

Mr. Jones. In your opinion. 

Mr. Stecse. I think it can be proven. 

Mr. Jonrs. Well, they have been attempting to prove it for the last 
20-some years. 

Mr. Srecxe. Of course, it is a political subject, Congressman. 

Mr. Jones. Do you know of anything in Government that is not 
political ? 

Mr. Srecxe. No, sir, unfortunately; and that is why we are op- 
rosed 
Mr. Jones. I disagree with you. Very fortunately it is a matter of 
politics, because good politics makes good government. 
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Mr. Stecxre. When Government enters into business activities, it be- 
comes dangerous. 

Mr. Jones. It becomes dangerous? 

Mr. Stecke. It does. 

Mr. Jones. In other words, you are afraid of the people exercising 
their democratic processes and, therefore, a public forum is not a 
a ing place to dispose of public issues. Is that what you say? 

r. Srecke. Would you feel that the majority opinion of the people 
of this country is competent to decide all matters on any subject, legal, 
or-—— 

Mr. Jones. If I could not believe that I would not be here now. 

Mr. Srecke. Regardless of the presentation of information. In 
other words—is not the form of public opinion shaped by the pub- 
licity, propaganda, and information disseminated to the people? 

Mr. Jones. Yes; and it always has been. 

Mr. Stecxe. Surely, and that is what I am afraid of, because of the 
amount of money which is available for propagandizing. 

Mr. Jonss. Yes, that is true. 

Mrs. GrirFitus. Who has all the money to propagandize ? 

Mr. Srecxe. I might say the Public Power Association is an ex- 
ample of one of the agencies. The Department of the Interior used 
thousands and thousands of dollars to propagandize. 

Mrs, GrirFrirHs. Who? 

Mr. Stecxe. The Department of the Interior under some of the 
previous administrations. 

Mr. Jones. So does Mr. Frank’s store down here. Do you call that 
propaganda ? 

Mr. Srecke. Propaganda is ordinarily defined, I believe, as infor- 
mation used for political purposes, or to carry or bring about certain 
conclusions with some disregard for the factual basis. It is selected 
information. 

Mr. Jones. Why do you reject this idea of the people’s ability to 
overn themselves? Do you fear they do not have sufficient mental 
aculties to reason between right and wrong? 

Mr. Srecxe. That is not my fear. The fear that I have is their in- 
ability properly to evaluate information for which they have not been 
prepared. 

Mr. Jones. And what would you do to protect the people from this 
masquerade made on their thinking? 

Mr. Stecke. For one thing, to keep the Government out of competi- 
tion with private business; to limit the Government activities to the 
constitutional concept that the Government does nothing for the peo- 
ple which they can do for themselves. 

Mr. Jones. Let us go back and examine that. What authority does 
the Federal Government have under the Constitution ? 

Mr. Stecke. I believe that the principal authority which the Fed- 
eral Government has under the Constitution, which is very much used, 
comes under the welfare clause, which gives the Federal Government 
the right to do those things which are for the welfare of the United 
States. 

Mr. Jones Do you think that the Federal Government should make 
appropriations for the construction of public roads? 
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Mr. Srecxe. To the extent the public roads are part of the national 
defense, and are part of the development of the United States as a 
whole; to the extent that they are part of trunk systems and interstate 
highway systems, and not for local development—— 

Mr. Jones. You reject the constitutional responsibility of the Fed- 
eral Government to contribute to the construction of roads except in 
certain instances ? 

Mr. Srecxe. Surely, Except in certain instances. I would agree 
with that 100 percent. 

Mr. Jones. And you are going to furnish for the record official 
documents showing that TVA has made unauthorized use of the 
moneys entrusted to them in the operation of their enterprise ? 

Mr. Siecxe. If you would word that just a little bit differently. 
At the time that the obligation was incurred it was unauthorized, but 
subsequently 

Mr. Jones. Yes; that is what I want. 

Mr. Siecxe. Yes, sir. 

Mr. Jones. Where they had no legal authority to—— 

Mr. Stecxe. That is putting another word in there too. That they 
had no legal authority except a blanket authority, which is given 
them for the use of their revolving financial fund. Congress sur- 
rendered its authority over individual expenditures when it permits 
the use of a revolving fund. 

Mr. Jones. You are going to define an expenditure which will be 
unaccounted for in an annual report to the Congress, showing that 
they did not divulge to the Congress the expected use of that money? 

Mr. Stecke. I would say that would be the point there. 

Mr. Jones. So we would like to have that information for the 
record. 

Mr. Stecxe. Yes, sir. 

(See correspondence at end of testimony.) 

Mr. Jones. Because I am sure it has never been disclosed to the 
Congress so far, and that would be a new disclosure. Certainly if 
TVA were making unauthorized use of the moneys entrusted to it, I 
would be one of the first ones to object. 

Mr. Stecke. I will do that, sir. 

Mr. Jones. But I do not believe this indictment goes as far as you 
have qualified it as going in your answers to the questions that have 
been propounded to you. 

Mr. Siecke. It is a matter, of course, of the length of statement. 
I though my time was limited to about 15 minutes and I tried to fur- 
nish the points that I could in a 15-minute presentation. 

Mr. Jonrs. Then you say efforts have been made by congressional 
committees to curb TVA, and that attempts to obtain financial ac- 
countings have been unsuccessful. That denotes the fact that there 
are some evil doings at the hands of TVA. 

Mr. Strecker. “Evil” is kind of a nasty word too. When one is deal- 
ing with political subjects, evil is very seldom used. It is a question 
of difference in policy and a question as to the extent to which Govern- 
ment agencies shall be permitted to go without sanction, either tacit 
or explicit, of the Congress. 

Mr. Jones. Since Congress is unable to curb TVA, and since the 
people are not articulate enough in their thinking to curb these sinister 
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operations, the best thing, in your opinion, would be to do away with 
the Tennessee Valley Authority ? 

Mr. Srecxe. I would go along with the recommendations of the 
Hoover Commission that the Tennessee Valley Authority be incor- 
porated under the Federal Corporation Act, which places certain 
specific limitations on their freedom of action. That, I think, is 
desirable. 

Mr. Jones. You are a qualified engineer ? 

Mr. Srecke. Yes, sir. 

Mr. Jones. Did you read the Engineering News-Record of Febru- 
ary 1952? I understand it is a magazine that you all accept as one 
of your official publications. In that issue it said that the Tennessee 
Valley Authority had the best engineering force of any construction 
agency in the world. 

Mr. Siecxe. I do not question that the Government agencies have 
capable engineers. I think that that is pointed out in the Hoover 
Commission report. 

Mr. Jones. I am asking you about the Tennessee Valley Authority. 

Mr. Stecxe. That is another Government agency. 

Mr. Jones. Yes. 

Mr. Stecxe. I see no reason for differentiating between the Ten- 
nessee Valley Authority, the Army Engineers, and the Bureau of 
Reclamation. 

Mr. Jones. That report was solely and totally devoted to the ex- 
amination of the Tennessee Valley Authority as a competent engineer- 
ing agency. Would you find disagreement as an engineer with the 
facts which were revealed in that article to which I referred ? 

Mr. Srecke. I would like to see it before I make any committing 
statements with regard to it. I shall be glad to examine it on your 
recommendation. 

Mr. Jones. Do you have confidence in the Engineering New- 
Record ? 

Mr. Srecxe. Yes, sir. I feel that the Engineering News-Record 
is a very valuable feature of the professional knowledge. 

Mr. Jones. Go ahead. 

Mr. Siecke. We in the Northwest do not want to have an agency 
of the type of TVA. 

We heartily approve and support the recommendations of the 
Hoover Commission Report on Water Resources and Power with re- 
gard to the regulation of public power agencies by the Federal Power 
Commission. We also approve the purchase of Federal power by 
private utilities, incorporation of power agencies under the Govern- 
ment Corporation Control Act, divorce of public-power financing from 
the Federal Treasury, and the opportunity for private enterprise to 
provide capital for the power facilities in multipurpose projects. 

I might readily add many arguments for the adoption of the 
Hoover Commission Report on Water Resources and Power by the 
Congress, but I feel sure that this would be repetitious. After ex- 
amining a number of extracts from the 1952 report of the subcommittee 
on civil works of the House Committee on Public Works, of which 
you, Representative Jones, were chairman, I feel confident unless your 
thinking has changed considerably that your committee will bring 
in equally constructive findings. 
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Mr. Jonrs. I want to assure you here that my thinking on water 
resources has not changed as much as Mr. Hoover’s did between the 
first and second reports. 

Mr. Siecxe. I would be interested to know what you referred to as 
the first and second reports. 

Mr, Jones. The second report is the report we have pending here 
at the present time. 

Mr. Strecker. That is the report of the Hoover Commission. 

Mr. Jones. Yes. 

Mr. Strecker. And the first was a task-force report. 

Mr. Jones. No. The first Hoover Commission report was set up 
and established in the Truman administration and was headed by Mr. 
Hoover. In that report the Hoover Commission made specific recom- 
mendations in the field of water resources. I believe they called it a 
different name, but they are at great variance with the recommenda- 
tions contained in the report which you discussed this morning. 

Mr. Srecxe. Of course, there have been so many reports and so 
many Hoover reports by reason of his activities in good government 
that I was not aware just which one you referred to. I have seen 
a previous report on water resources which did not seem to me to be 
just entirely different from the present findings, but, of course, that 
is a matter of opinion. 

I will close with the statement that we consider the Hoover Com- 
mission report to be realistic, and that its adoption will be in the 
interests of the Pacific Northwest and of good government in general. 

Mr. Jones. Thank you very much, Mr. Siecke. 

Mrs. GrirrirHs. Which record shows that the public utility dis- 
tricts and the Bonneville Power Administration have subsidized the 
program for public power ? 

Mr. Srecxe. I can refer to several records. I have in my file a 
photostat of a canceled check issued by the Bonneville Power Ad- 
ministration to Martin Tompkins, the head of the Oregon Grange, 
for services rendered to the Bonneville Power Administration. 

Mrs. Grirrirus. Do you know what those services were ? 

Mr. Strecker. To evaluate the position and the ability of the Bonne- 
ville Power Administration to be helpful to the grange, I presume. 
I have not seen Mr. Tompkins’ report on the subject. 

Mrs. Grirrrrns. Would you think that was a seeking out of facts 
or do you think that is just propaganda ? 

Mr. Srecxe. I must say that that is something which is very prob- 
lematical, but when a power agency engages the services of the head 
of the Oregon Grange, then one feels it is a use of power revenues 
which is a little bit afield. 

Mrs. Grirrirus. Of course, we are not going on feelings now. 

Mr. Strecker. Afield, I said. Pardon me. A-f-i-e-l-d. 

Mrs. Grirrirus. You said that one feels 

Mr. Stecxr. Excuse me. : ; 

Mrs. Grirrirus. We are not going to go on feelings, but will con- 
fine ourselves to facts. 

Mr. Stecxe. I have been attempting to do so. 

Mrs. Grirrtrus. So as a matter of fact, you do not know whether 
it dealt with facts or not ? Bch f ' 

Mr. Stecke. The engaging of such services is subject to scrutiny, 
which frankly I did not give. It appears to me that the publication 
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such as the Oregon Voter is competent authority, and it is so accepted 
in this area. 

Mrs. GrirFiTus. Have you found out who backs the Oregon Voter ? 

Mr. Siecxe. In that one instance one of the few publications which 
depends to a large extent on its subscriptions for its activities. 

Mrs. GrirrirHs. But you just accepted their opinion. They did 
not check the facts either. 

Mr. Stecke. That I cannot say. I think a publication of that char- 
acter, which does not check facts and nevertheless prints them, is 
making itself liable in a legal manner, which I doubt whether the 
Oregon Voter would do. 

Mrs. GrirrirHs. But they did not state the facts, did they? 

Mr. Srecke. You mean the facts as to the purpose of his being 
engaged ¢ 

Mrs. GrirrirHs. As to what was found out. 

Mr. Stecke. Do you think that the Bonneville Power Administra- 
tion would expose the reasons for engaging such services ¢ 

Mrs. Grirrirus. Could it have been possible that the Bonneville 
Power Administration was concerning itself with cutting off REA ? 

Mr. Stecxe. Not at that time. 

Mrs. Grirritus. It could have been possible, though, could it not ? 

Mr. Srecxe. Oh, surely. If you are looking for reasons why Mr. 
Tompkins should have been engaged. That is right. 

Mrs. Grirrirus. We are not looking for reasons. We are looking 
for the truth. 

Mr. Srecxe. Surely. That is right. I am looking for the truth too. 

Mrs. Grirrirus. And facts. But at least to that extent when you 
say that the record shows that public utility districts and the Bonne- 
ville Power Administration have subsidized propaganda for public 
power and have paid many of those who carried on the campaign for 
public power, if that is your only example then there is real question 
that that is what they did. 

Mr. Sreckz. I was interrupted when I was about to give the name 
of Dr. Carl Thompson, who was also engaged by the Bonneville 
Power Administration as program writer, describing the services 
of the Administration for the public benefit in this area. ; 

, yrs. Grirrirus. If he stuck to facts, do you not think that is quite 
air ? 

Mr. Srecxe. I do not. I do not feel a Government agency should 
divert Government funds to propagandizing a political principle to 
the people of this country. 

Mrs. Grirrirus. But do you not think that the taxpayers have a 
right to know what their money is being paid out for? 

Mr. Srecxe. That is right. If such statements are limited to factual 
statements I would agree with you. 

Mrs. Grirritus. And do you know that his were not ? 

Mr. Strecker. I know that so many of the statements, and some of 
them which were made in this hearing this morning, are so far from 
the truth that I look at them with a great deal of suspicion. 

Mrs. Grirritus. That is one of the facts I would like to ask you 
something about. You objected to the Hells Canyon Dam, but sup- 
plied us with no facts. I have really been interested in that. Is it true 
that a high Hells Canyon Dam would impound more than 3 million 
acre-feet of water ? 
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Mr. Steck. Not if it is not coming down the Snake River, which 
is the real reason why most people are opposed to the high Hells 
Canyon Dam. The streamflow in the Snake River is inadequate to 
justify the high Hells Canyon Dam. It would not be full of water 
once in 3 years. 

Mrs. Grirrirns. If it were full once in 8 years, is it true that it 
would hold 3 million acre-feet of water ? 

Mr. Srecke. It would hold more than that. 

nr GrirriTus. Is it true that the three other dams would not hold 
that? 

Mr. Steck. That is not a part of the justification for a high Hells 
Canyon Dam, or for the three dams which are presently authorized 
by the Federal Power Commission. 

Mrs. GrirrirHs. I would have been real interested in listening to 
your views; 

Mr. Srecke. I certainly would like to go into that subject. 

Mrs. GrirriTtus. Because you supplied conclusions and not facts. 
You supplied opinions. 

Mr. Srecke. I can give you all of the facts you desire. But thank 
you for the privilege of appearing before this hearing. 

Mrs. GrirritHs. We have enjoyed having you very much. 

Mr. Jonrs. I hope, Mr. Siecke, you will furnish that information. 

Mr. Stecke. Yes, sir. I will certainly remember it. 

Mr. Jones. If you have it. There is no immediate rush, because we 
will conclude our hearings next week and will not be back in session 
until after Congress reconvenes, so there is no immediate rush. But 
I would like to have it for the purpose of examining the items that 
you mentioned. 

Mr. Sircxr. Before you leave, would you let me have the address? 
At your office in Washington ? 

Mr. Jones. Yes. 

Mr. Steckxe. Fine. Thank you very much. 

Mr. Jonrs. Again let me thank you, Mr. Siecke. It is a pleasure 
to have you. 

Mr. Srecke. It has been a pleasure and a privilege. 

(Subsequently, the subcommittee received the following letter, with 
attachment, from Mr. Siecke. It is followed by an official reply from 
the Tennessee Valley Authority.) 

UNIVERSITY OF PORTLAND, 
Portland, Oreg., January 29, 1956. 


Starr Drrector, 
Special Subcommittee on Water Resources and Power, 
Washington 25, D.C. 

Dear Sir: Herewith is the statement requested by Representative Jones, 
chairman of your subcommittee, in support of my testimony before your group 
in Portland, Oreg., on December 6, 1955. 

This statement refers particularly to my allegations that the Tennessee Valley 
Authority uses Government moneys without specific prior authorization by 
Congress and without making precise accounting to the Congress for such use. 

My references are exclusively to Government reports and documents, or official 
statements by Members of Congress, which is in accordance with Mr. Jones’ 
request. 

Yours very truly, 


Kurt H. SIeckKe. 
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JANUARY 28, 1956. 
SPECIAL SUBCOMMITTEE ON WATER RESOURCES AND POWER, 
Washington 52, D.C. 


GENTLEMEN: It has taken longer than expected to develop the information 
which was requested by Mr. Jones and considerable research has been necessary. 
The facts available in Portland are not in sufficient detail to supply you with the 
itemized reference which I had hoped to do. 

However, in my opinion, a capable engineer or public accountant could do 
so by examining the TVA books and records at Knoxville, with the exception 
that construction by the TVA of its major fuel-burning, steam-electric plants was 
indeed authorized by Congress commencing in 1940 as a defense measure. 

TVA is of course the center of a prolonged controversy and extremists on both 
sides reject many official statements as prejudiced and misleading. To that ex- 
tent any review of reports and records which I might make would be unaccept- 
able to a dedicated proponent of that organization. The following information 
- from the records which are available in Portland including the annual reports 
of TVA. 

I my opinion, the information which I have assembled proves the points which 
I made to the Jones committee meeting in Portland, Oreg. on December 6 that the 
TVA uses moneys without specific prior authorization by the Congress, that 
Congress has surrendered its authority over individual expenditures, and that 
attempts to secure financial accountings have been unsuccessful. 


ORIGIN AND PURPOSES 


The TVA Act was approved May 18, 1933. The immediate purposes of the 
TVA were to maintain and operate Wilson Dam and powerplant, to administer 
the fertilizer plant at Muscle Shoals, and to build the Cove Creek (Norris) Dam 
on the Clinch River. The act appropriated $50 million under the direction of 
the President and this amount was made available to the TVA by the President. 

The President from its inception took a great personal interest in TVA and 
exerted a powerful influence on its policies. The following extract from testi- 
mony before the 1938 Congressional Joint Committee is an example of the free- 
dom from the normal appropriative processes which Mr. Roosevelt demanded and 
obtained. 

“In fact, it is well known and a matter of record that the TVA protested 
violently and vigorously against the construction of Wheeler Dam. They con- 
tended * * * that there was no appropriation for it and to take the money from 
its appropriation would greatly cripple the Authority in carrying out the program 
designed for it. It was not started until the President extracted the sum neces- 
sary for the preliminary work and told him (A. E. Morgan, the then chairman) 
to build Wheeler Dam * * * and then only on the promise of the President that 
other funds would be provided by subsequent appropriations.” (P. 5214 of the 
published report. ) 

The generation and distribution of electric power and the establishment of 
a rate yardstick has been accepted as the predominant purpose of TVA. This 
emphasis on electric power caused President F. D. Roosevelt in 1940 to state: 
“Tt is time that people should understand that power development was only & 
part—and ultimately a relatively small part—of a great social and economic 
experiment.” 

Nevertheless, the reports and financial records of TVA demonstrate the con- 
tinuing predominance of the electric power interests. The 1954 annual report 
shows that expenditures for non-income-producing programs exclusive of depre- 
ciation and depletion were $2,062,264 whereas those for electric power were 
$297,505,954. 

ACCOUNTABILITY 


I am sure that few Members of Congress are fully familiar with the accounting 
records of TVA or many other Government agencies. The following quotations 
are from the memorandum submitted in November 1938 to the Federal Power 
Commission by the Chief of the FPC Bureau of Accounts and was prepared for 
him by members of his staff who had examined the records of the TVA. 

“There is not recorded in any of the appropriate accounting records of the 
Authority the full cost * * * of the generating facilities either as a whole or by 
individual stations. In fact, the costs of the pure power facilities (excluding 
cost of pertinent part of common plant) of the Authority have not been segre- 
gated in the accounts either for the power development as a whole or for any 
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generating stations. Consequently, it is impossible at this time to obtain directly 
from the books of account the complete cost (as defined above) of all the power 
facilities or the facilities of each generating station. 

“The overall cost of Norris Dam and Wheeler Dam and the value of Wilson 
Dam are recorded, but it is not possible to obtain the cost of their power facili- 
ties without a tedious accounting investigation of the books of account and par- 
ticularly other records, and a skillful public utility accountant would have diffi- 
culty in obtaining accurate results even by such a study. 

“Purchased properties are recorded at estimated reproduction cost new with 
concurrent credits to related reserve for what was deemed to be the amount 
of depreciation in the properties, instead of on the basis of original cost as 
required by the system of accounts * * *” (Page 5507, part 12 of Report of 
Joint Committee Investigation. ) 

If this criticism is considered as an evaluation of conditions which have since 
been corrected by the Authority, the following extract is from the audit report 
of TVA accounts by the General Accounting Office, as of June 30, 1945, made 
under the Government Corporations Act. The report states that “TVA directors 
have interpreted the section (section 26 of the TVA Act) so as to authorize 
the use of power revenues for capital purposes not specifically permitted by 
the act. As such, precise control of TVA financing has eluded Congress * * *” 

The audit report recommended repeal of section 26 and stated that the recom- 
mended changes would “mitigate the effect of one of the broadest grants of au- 
thority ever made for a nonwar program—that which permits TVA to do almost 
anything, without challenge by General Accounting Office which its directors 
find to be necessary to effectuate the purposes of the act.” 


USE OF REVENUES 


Then again, Senator Harry P. Cain (Washington) said in 1949, “I could not say 
that TVA funds are not spent honestly, but I know their activities are not han- 
died nonpolitically and that sufficient control over their activities is not exer- 
cised by the Congress. The TVA has a vast propaganda machine that no other 
Federal agency has * * * There has been much controversy on TVA’s book- 
keeping methods * * * They come to Congress each year for appropriations but 
ean turn most of their receipts back into construction of transmission lines and 
other features and in prosecution of their nonrevenue producing programs. 
Other Federal agencies come to Congress for appropriations for construction, op- 
eration, and maintenance and turn their receipts into the Treasury * * *.” 

The TVA Act has indeed been amended apparently somewhat along the lines 
recommended by the General Accounting Office, but in debate in the Senate on 
July 13, 1955, Senator Hill (Alabama) stated: “The Tennessee Valley Authority 
has the power, under the basic act creating the Authority, to use those funds 
(from operating revenues). The funds come in as revenue from the sale of 
power, or as any other proceeds the Authority might have, and the Authority 
may use those funds and proceeds for any additional units which may be needed 
in the plants.” 

Then later on Mr. Hill added: “The Board of the Tennessee Valley Authority 
in the past has exercised the authority provided in the law to use the proceeds 
of the Tennessee Valley Authority to install additional units in existing plants. 
It has done that in the past. I think it will do it in the future. I think it should 
do it; and Congress, in enacting the basic act, had in mind that the proceeds 
should be so used. 

“The Tennessee Valley Authority has 1 of 2 ways in which it can install units. 
One is by coming to Congress and getting an appropriation, which means get- 
ting funds out of the Treasury of the United States. The other way is by hus- 
banding and wisely using its revenues from sale of power—its proceeds—so as 
to enhance the Government’s property by installing additional units. The Ten- 
nesee Valley Authority belongs to the Government and its property is the prop- 
erty of the Government.” 

Senator Fulbright (Arkansas) subsequently asked: “Is there any limit of 
which the Senator knows as to how much TVA can spend? What is the limit?”, 
to which Senator Hill replied, “The limit is that it cannot use any funds except 
proceeds or unobligated balances * * * It may use the proceeds subject to the 
provisions of the statute, which require the Tennessee Valley Authority to 
amortize the cost of its projects * * *” (CR July 13, 1955, p. 8938). 
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AUTHORIZATION 


The record of TVA financing published in the newspapers reports authoriza- 
tions of funds every session of Congress since its inception, and many discus- 
sions and debates occurred both in committees and in the congressional chambers. 
It almost appears that all capital investment in plant and facilities had been 
fully authorized. 

However, many of the annual reports of TVA earry figures similar to those on 
the attached sheet abstracted from the 1954 report. Consideration of the item— 
decrease in cash of $74,200,474—indicates that this item represents withdrawals 
from the account in the United States Treasury in which the operating earnings 
and certain other receipts of TVA are deposited in accordance with the TVA Act. 

The Authority’s budget no doubt includes proposed expenditures in more or less 
detail and budgetary hearings enable Members of Congress to inquire to any de- 
sired extent into such proposals. These transactions are probably approved with- 
out much question based upon reports by the Authority to the Congress. 

Nevertheless, such an arrangement constitutes the surrender of specific 
authority over expenditures at the time they are made and the use of Govern- 
ment moneys without specific prior authorization by Congress which I referred 
to in my testimony. A list of items for which this procedure was used can only 
be obtained by examining the records of the Authority. 


SUMMARY 


Thus, starting with President Franklin D. Roosevelt’s demand for diversion 
of funds to purposes not authorized by Congress, the above references show 
that the Tennessee Valley Authority has continued to make investment in its 
properties without specific prior authorization. 

My references also show that Congress has surrendered its authority over 
individual expenditures in the opinions of Senators Cain and Hill, although from 
entirely different points of view. Finally, the General Accounting Office confirms 
my statement that attempts to secure financial accounting have been unsuccess- 
ful by reporting that “precise control of TVA financing has eluded Congress.” 

Thank you for the opportunity of providing this information at your request. 
I greatly enjoyed the courtesy shown me in my appearance as a witness before 
your committee. 


Cordially yours, 
Kurt H. SIEcKE, 


Consulting Engineer. 


Extracts From 1954 TVA Report, AppeNprx “A,” Pace A2 


Source and distribution of funds 


Funds provided : 
Income from power operations: 
Net income per exhibit II $28, 140, 957 
Add back provisions for depreciation 22, 959, 503 


51, 100, 460 

Less liquidation of advance collections of 
revenues 249, 937 
—————-_ $50, 850, 523 
Appropriations by Congress, net 188, 480, 000 
Property transfers 113, 204 
Contributions in aid of construction 23, 624 
Decrease in cash (on deposit with Federal Treasury) 74, 200, 474 
Increase in current liabilities 19, 421, 215 


Total funds provided 333, 089, 040. 
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Source and distribution of funds—Continued 
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House OF REPRESENTATIVES, Mr. T. 
SPECIAL SUBCOMMITTEE ON WATER RESOURCES AND POWER tion Au 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, “a * 
Washington, D. C., February 23, 1956. ment a! 
Miss MARGUERITE OWEN, is an e: 
Washington Representative, any bet 
Tennessee Valley Authority, priation 
Washington, D.C. for 194! 
Dear Miss Owen: At a hearing of this subcommittee in Portland, Oreg., on And th 
December 6, 1955, Mr. Kurt H. Siecke, consulting engineer, made a statement Ex ocut 
as a witness that TVA had spent money without congressional authorization and “Fro 
that “Efforts of congressional committees to curb TVA and obtain financial the ate 
accounting have been unsuccessful.” Mr. Siecke’s testimony is found on pages agemen 
341-358 of the hearing transcript, Portland, Oreg., December 6, 1955. ’ eenee 
AS& chairman of the subcommittee I asked Mr. Siecke to furnish for the record ve the 
official documents to support his claim. He has replied by letter of January 28, trihete 
1956, a copy of which is attached. The subcommittee wishes to have an official wa “ 
reply from TVA to accompany Mr. Siecke’s letter in the printed record, and ee 
hereby makes request for same. Thanking you in advance, I am, with a} 
Sincerely, Tn hi 
Rosert E. Jones, M. C. freuh @ 
TENNESSEE VALLEY AUTHORITY, noes 
Knoxville, Tenn., March 30, 1956. a 
Hon. Rosert E. Jones, auth ae 
Chairman, Special Subcommittee on Water Resources and Power, a 
Committee on Government Operations, Washington, D. C. tho Be 
Dear Mr. Jones: Reference is made to a letter addressed to your subcommit- the Te 
tee on January 28, 1956, by Mr. Kurt H. Siecke, consulting engineer, on which for the 
you requested our comments. Mr. Siecke’s letter elaborates on a charge he ad- Fourth 
vanced earlier in testimony before your subcommittee in Portland, Oreg., on $3.300 
December 6, 1955, that “without congressional authorization and by the ex- Presid 


pedient of the revolving fund and irregular accounting practices associated 
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with public power agencies, the TVA has constructed and is operating steam 
generating plants whose projected capacity exceeds that of the entire hydro 
capacity of the region. Efforts of congressional committees to curb TVA and 
obtain financial accounting have been unsuccessful.” 

With respect to Mr. Siecke’s contention that steam plants constructed by 
TVA have not been authorized by Congress, it seems sufficient to point out that 
(1) construction of steam plants is authorized by the TVA Act itself. See 
in this connection the statement of Circuit Judge Martin, sitting by designation 
in United States ex rel. Tennessee Valley Authority v. Puryear, (105 F. Supp. 
534 (W. D. Ky., 1952) ): ‘There is undoubtedly statutory authority in the TVA 
Act, granted in section 4, for the construction of the Shawnee steamplant. The 
mere reading of the statute is convincing as to this. See also sections 14 and 
15 of the act (p. 535).” 

See also the similar conclusion reached by Senator Vandenburg, when ruling 
on this specific question in his capacity as President pro tempore of the Senate 
(94 Congressional Record 8272 (1948) ), and the decision to like effect in Rain- 
bow Realty Co. v. Tennessee Valley Authority (124 F. Supp. 436 (M. D. Tenn. 
1954)). (2) Every one of the eight steam plants TVA has constructed was 
begun with funds appropriated by Congress for that purpose. The pertinent 
statutory references are, as to Watts Bar (54 Stat. 781); Johnsonville (63 
Stat. 76, 80), Widows Creek (64 Stat. 37-38), Kingston and Shawnee (64 Stat. 
1223, 1229), Colbert (65 Stat. 268, 280), Gallatin and John Sevier (66 Stat. 
637, 645). 

As to Mr. Siecke’s suggestion that TVA has followed “irregular accounting 
practices” and that Congress has been unable to “obtain financial accounting,” 
it may be noted that TVA presents two complete financial statements to Congress 
each year, one in its annual report and the other in its budget program; that 
TVA is required to and does follow the Federal Power Commission’s uniform 
system of accounts; that the General Accounting Office audits TVA’s accounts 
every year, and in each of its commercial-type audit reports made since and 
pursuant to the Government Corporation Control Act of 1945, has certified that 
TVA’s financial statements present fairly its financial position and the results 
of its operations in conformity with generally accepted accounting principles; 
that in testimony during a House Appropriations Committee hearing in 1947 
Mr. T. Coleman Andrews, Director of the General Accounting Office’s Corpora- 
tion Audits Division, stated: 

“* * * TVA probably has the finest accounting system in the entire Govern- 
ment and probably one of the best accounting systems in the entire world. It 
is an excellent system. There is no private enterprise in this country that has 
any better.” (Hearings before the Subcommittee of the Committee on Appro- 
priations, House of Representatives, on the independent offices appropriation bill 
for 1948, pt. 1, 80th Cong., Ist sess., 39-40.) 


And that in 1950 the staff of the Senate Committee on Expenditures in the 
Executive Departments said of the results of the GAO’s audits of TVA that— 

“From the very first report submitted by the GAO for the fiscal year 1945, 
the auditors’ opinions have been affirmative of the excellence of the fiscal man- 
agement of the corporation’s affairs, and there has been reported no single 
proceeding in incontrovertible violation of the law. In comparison with reports 
of the GAO on the affairs of other governmental corporations, this is a real 
tribute. With respect to each year, the corporation’s own balance sheets and 
supporting statements have been found to present fairly the entire operations 
of the corporation, as reflected in accounting methods maintained in accordance 
with applicable law” (S. Rept. No. 2685, 8ist Cong., 2d sess., p. 56). 

In his letter, Mr. Siecke cites or quotes a number of unconnected statements 
from different sources in an effort to support the charge advanced in his testi- 
mony. He begins by going back to 1933 in an attempt to show that President 
Roosevelt, in that year, directed TVA to build Wheeler Dam even though there 
was no appropriation for it, and for this purpose diverted “to purposes not 
authorized by Congress” $50 million of funds which he seems to think were 
appropriated by the TVA Act itself for operation of Wilson Dam, operation of 
the Muscle Shoals fertilizer plants, and construction of Norris Dam. In fact, 
the Tennessee Valley Authority Act did not appropriate $50 million to TVA 
for the purposes Mr. Siecke mentions, nor any amount for any purpose. The 
Fourth Deficiency Appropriation Act of 1933 (48 Stat. 274-275) appropriated 
$3,300 million “to be expended in the discretion and under the direction of the 
President,” of which not to exceed $50 million was to be made available to 
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TVA “for the purpose of carrying out the provisions of * * * the Tennessee 
Valley Authority Act of 1933 * * * including * * * the construction of the Cove 
Creek Dam and powerhouse and all other necessary works authorized by said act.” 
Under section 4 (j) of the TVA Act, TVA had been authorized broadly “to 
construct dams * * * in the Tennessee River and its tributaries” (48 Stat. 61). 
Construction of the lock for Wheeler Dam had been begun by the Army Corps 
of Engineers before the TVA Act was passed. The depression was at its height, 
and President Roosevelt directed that TVA use part of the $50 million available 
to it to begin construction of Wheeler Dam immediately as a means of helping 
to relieve the unemployment situation in northern Alabama. In view of the 
language of the appropriation act and the TVA Act quoted above, there was 
clearly ample authority for the direction and TVA’s compliance with it. 

Mr. Siecke next points out that TVA’s annual expenditures for its power pro- 
gram in fiscal year 1954 greatly exceeded its expenditures for other purposes, 
and attempts to find inconsistency between this fact and a statement by Presi- 
dent Roosevelt in 1940 that “it is time that people should understand that power 
development was only a part—and ultimately a relatively small part—of a great 
social and economic experiment.” Mr. Siecke omits to mention that between 
1940 and 1954 there occurred American involvement in a world war, construction 
in the TVA service area of two atomic energy plants, the Korean conflict, and a 
national defense buildup, all of which resulted in demands for TVA power far 
beyond anything that could have been foreseen in 1940. The fact that TVA’s 
expenditures for power have been greater than could have been foreseen, or 
that they are larger than expenditures for other portions of TVA’s program, 
does not, however, affect the validity of what we assume was President Roose- 
velt’s basic point—that TVA is a regional development agency, and that its 
power program, like its other programs, is a tool in performing its regional 
development job. 

Mr. Siecke next returns to the question of TVA’s accounting methods and 
quotes critical comments contained in a memorandum prepared by staff members 
of the Federal Power Commission which was submitted to the joint congressional 
committee investigating TVA in 1938. TVA itself recognized that its accounting 
procedures prior to 1988 were in many respects unsatisfactory, and in that year 
took steps to bring about a complete revamping of those procedures. Comment- 
ing on the same Federal Power Commission report cited by Mr. Siecke, and 
on the revisions in accounting procedures TVA had effectuated, the joint investi- 
gating committee itself stated: 

“The 1938 financial statement, comprising volume 2 of the Authority’s last 
annual report, clearly reflects the accounting policies inaugurated by Mr. 
Kohler and the final adjustments made in the books of account pursuant to 
such policies. 

o * * . +. * s 

“The financial statement, together with the adjustments in the Authority’s 
accounts which made possible its preparation, corrects the situation which was 
the basis for criticisms of prior statements in annual reports and accounting 
methods. The 1938 financial statement meets the tests laid down by the Federal 
Power Commission, and the accounting reorganization underlying it represents 
compliance by the Authority with the requirements of the uniform system of 
accounts, insofar as such compliance is possible” (S. Doc. No. 56, 76th Cong., 
1st sess., pp. 100-101). 

Mr. Siecke was evidently well aware that the criticisms in the FPC memoran- 
dum related to TVA accounting procedures as they existed prior to 1938 since he 
goes on, “if this criticism is considered as an evaluation of conditions which 
have since been corrected by the Authority,” to refer, as an alternative basis of 
support for his own thesis, to language in the 1945 GAO audit report of TVA 
activities commenting on TVA’s authority to use revenues under section 26 of 
the TVA Act and recommending repeal of that section. 

While the 1945 GAO audit report did recommend repeal of section 26 of the 
TVA Act, it certainly did not in any way criticize TVA’s methods of accounting. 
On the contrary, the report expressly stated: 

“8 In our opinion, TVA’s accounts generally are well conceived, supervised, 
and maintained, and the Authority is to be commended as one of the foremost 
Government corporations in the use of accounting in management, comparing 
quite favorably in this respect with well-managed private corporations” (H. Doc. 
No. 172, 80th Cong., 1st sess., p. 7). 

The GAO, though from time to time making other suggestions for possible 
amendment of the TVA Act, specifically withdrew the recommendation for repeal 
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of section 26 in its audit report for fiscal years 1946 and 1947 (H. Doc. 748, 80th 
Cong., 2d sess., p. 8). 

Mr. Siecke next cites statements by former Senator Cain and Senator Hill 
as to TVA’s authority to expend power revenues under section 26. This authority 
was given by Congress because of a recognition that TVA could not assure con- 
tinuity of power supply to its customers under long-term contracts without 
greater financial flexibility than would be possible if it were dependent solely 
on appropriations. Congress has on numerous occasions refused to repeal section 
26 or has taken action specifically to preserve TVA’s authority under it, subject 
only to the requirement contained in the Government Corporations Appropria- 
tions Act, 1948, that TVA not use revenues to begin construction of new power- 
producing projects, except for replacement purposes, without prior approval by 
Congress. Congress receives complete information as to TVA’s use of revenues, 
as well as other aspects of its operations, through TVA’s annual reports and 
appearances before the appropriations committees, and through the GAO's annual 
audit reports. 

Finally, Mr. Siecke singles out an item in TVA’s 1954 financial report—a 
decrease in cash on deposit with the Federal Treasury of $74,200,474—as indi- 
cating a use of funds by TVA without prior authorization by Congress. This 
item has a very different significance than Mr. Siecke apparently attributes to 
it. Appropriations had been made to TVA in prior years to remain available 
until expended, and obligations were incurred against such appropriations. The 
reduction in cash during fiscal year 1954 resulted from the payment during 
that year of some of these previously incurred obligations, which represented 
simply an application of funds to the purposes for which they had been made 
available. For fiscal year 1954 itself, TVA received a congressional appropriation 
of $188,480,000 against which it incurred total obligations amounting to only 
$152,188,000, while its expenditures from proceeds of $165,720,000 were about 
$12 million less than the estimate of such expenditures it had submitted to the 
Congress. 

We appreciate the opportunity to comment on Mr. Siecke’s letter. 

Sincerely yours, 
A. J. WAGNER, General Manager. 


Mr. Jonrs. Mr. Marshall Dana, assistant to the president of the 
United States National Bank. 
How are you, Mr. Dana? 


STATEMENT OF MARSHALL DANA, ASSISTANT TO THE PRESIDENT 
OF THE UNITED STATES NATIONAL BANK 


Mr. Dana. Mr. Chairman and members of the committee. 

Mr. Jones. Off the record. 

(Discussion off the record.) 

Mr. Dana. My remarks, Mr. Chairman and members of the com- 
mittee, are directed to reclamation and to the proposition that the 
adoption of the recommendations of the Hoover report as a whole 
could liquidate the reclamation and irrigation program of the 17 
Western States. 

I appear here on my own motion and at the wish of Guy Jackson of 
Anahuac, Texas, president of the National Reclamation Association, 
and of LaSalle Cowles of Pineville, Oreg., who is the Oregon director 
of the Association. 

For background, I was the first president of the National Reclama- 
tion Association, and for more than 4 years past I have been asso- 
ciated with the water policy committee of the Association. _ 

I had last night a long-distance call from Harold Christy, director 
for Colorado of the National Reclamation Association, who stated 
that the water policy report submitted to the National Reclamation 
Association at its recent convention at Lincoln, Nebr, had been par- 
tially introduced by him at your hearing in Denver, I think. There- 
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fore I am subject to the direction of the committee as to how much 
of this statement you would like to receive. 
I may say, however, that I had the a of drafting the greater 


part of the report which was adopted by the National Reclamation 
Association at its convention in Lincoln, and can state also that that 
report, accompanied by an appropriate resolution, was adopted by the 
convention as a whole and is now the policy of that organization rep- 
resenting the reclamation States. 

Mr. Jones. Mr. Dana, that information or those resolutions have al- 
ready been made a part of the record at our Denver hearing. 

Mr. Dana. Therefore, may I pursue a few general statements? 

Mr. Jones. Yes, indeed. 

Mr. Dana. And request of the chairman and members of the com- 
mittee any interrogation on specific recommendations of the Hoover 
Commission report and our reaction to them. I may say in paren- 
theses that our water policy committee spent a great part of last year 
reading and analyzing the Hoover Commission report and recom- 
mendations prior to reaching the recommended conclusions for the 
National Reclamation Association. 

We say the Commission’s declaration for a national water policy 
is basic. A number of its recommendations concur with positions 
previously taken by the National Reclamation Association. On 
others we are compelled not only to disagree, but to urge that the 
Congress review the entire subject, adding to its consideration the 
forthcoming report of the Cabinet Committee, and other reports, 
obtaining views and widening public understanding throughout the 
country, in order to arrive ultimately at a national water policy 
fundamental for the nation, yet adjustable to the constantly changing 
level and regional situations. 

May I as an aside add it was just such a hearing as this which we 
believe accomplishes the purpose which is stated. 

However, the National Reclamation Association submits that the 
recommendations proposed by the Hoover Commission do not con- 
stitute an adequate basis for national water policy. The report touches 
the letter but misses the spirit of reclamation in a national water pol- 
icy. We must protest those recommendations of the Hoover Com- 
mission which, if adopted, would permit the Federal Government to 
dodge its responsilities in reclamation, while at the same time improp- 
erly saddling those responsibilities upon the State and local interests. 
There is an ominous outlook of the future of reclamation in the pro- 
posals that the revolving fund be abolished and that power be sepa- 
rated from reclamation, its revenues to be paid into the Federal Treas- 
ury. Here is violated the axiom that a project should benefit from all 
of its values including power. 

We wholly disagree with the implication in the Hoover Commission 
report that reclamation is an unjustified subsidy shouldered by the 
Nation’s taxpayers. Reclamation costs are in fact being diligently 
repaid; even the nonreimbursables are being recovered. Crop values 
now in the neighborhood of $1 billion a cae tiie many times returned 
the cost. Income and property taxes collected in vast sums from the 
former desert have compounded the returns. People on reclaimed land 
are among the Nation’s most important customers for the products of 
industry and the transactions of business, 
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The association stands upon the principle that the Congress must 
have the primary responsibility in the authorizing of projects. The 
association opposes the conferment on or assumption by an executive 
officer or department of a veto power over proposed or authorized 
projects. 

We regret an obvious penchant to relegate Congress to a subordinate 
position in the authorization of reclamation; nor do we like the idea 
or reducing the Bureau of Reclamation and the Army engineers to an 
inferior status in construction. This in favor of a new untried super- 
imposed agency vested with authority now exercised by the Congress 
and controlling construction now handled by the established agencies 
of the Federal Government. 

If there is to be an agency created by Congress to advise it on water 
policy, such an agency should only be created after implicit care for 
continuity of essential land and water development by the present con- 
struction agencies. 

Again as an aside, our organization for which I speak here has stood 
throughout for the man on the land, by which we mean the settlers 
on the reclamation projects. We think all considerations should be 
subsidiary to the established prosperity of the man on the land. 

Now, Mr. Chairman, I want to use another paragraph here, if I may, 
which I think is pertinent. 

Weagree that feasibility should be fully tested, but it must be remem- 
bered that the high cost of modern projects is more than balanced by 
the high cost borne by settlers in building homes, churches and se ‘hools, 
highws ays, businesses, and enterprises, not to mention the cultivation 
of the land and the harvesting of crops, and in the paying of taxes. 
The tests of feasibility should not only be the amounts the settler is 
able to return coupled with contributions from the revenues of power, 
but the indispensable place of irrigated agriculture in the balanced 
economy of a district, a State, or a river basin. Reclamation under- 
taken with loans from the Federal Government and constructed by 
Federal agencies has no different status than other enterprises simi- 
larly financed and built. Reclamation is a release for private enter- 
prise and a foundation for sound economic growth. Historically it 
would no thave been done without the Government, nor will it be 
continued without Government participation along with local and 
State cooperation. 

I found a statement in the report of the task group which we thought 
reflected an admirable reclamation policy, but the statement was 
wholly disregarded in the recommendations of the Hoover Commis- 
sion report. I now a to the specific recommendations and the 
position taken by the National Reclamation Association on them. 
Again I defer to the wish of the chair as to whether I take these up 
one by one or whether you would care to interrogate me on specific 
recommendations that you believe should be part of this. 

Mr. Jonrs. Mr. Dana, we would be delighted to hear you, but the 
text from which you are reading has been presented to the committee 
in complete detail. We do not have any desire to cut you off. 

Mr. Dana. I am thoroughly in sympathy with the conservation of 
your time, and perhaps of my own too. 

May I add a paragraph or two for this record? 
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The National Reclamation Association as a pioneer in national water 
policy believes that further steps should be taken without undue pres- 
sure and haste to develop national public consciousness as to the im- 
portance of adequate water supply, flood control, and storage and equi- 
table distribution. 

And I would also like to read this: 

The Hoover Commission water policy recommendations, if embodied 
in a program, would set in operation factors capable of operating detri- 
mentally—and perhaps fatally—to impede or even stop reclamation. 

I wanted to join in on the comment made by Mr. Stanley of Oregon, 
our Oregon State engineer, as to the Pelton Dam decision, and to this 
effect : 


That the Pelton Dam case establishes a dangerous precedent cannot. 


be gainsaid. It has already been used by one agency of the Government 
as a basis for its refusal to complete existing permits to appropriate 
ground water under the State law of Nevada. 

May Ladd just one supporting statement : 

By grace of reclamation, the desert has been turned into a garden, 
towns have been built, trains have operated, highways have been con- 
structed, and a way of life has been established. A national water pol- 
icy, to be a national water policy, must not consist of narrow bookkeep- 
ing alone, nor can it effectively deny the utility of reclamation and 
withhold the service. If “westward the course of empire” is to take 
its way in the United States, the policy must be as broad as the Nation. 

That will conclude my statement, Mr. Chairman. 

Mr. Jones. Thank you. 

Mr. Dana. I will be glad to answer any questions. 

Mr. Jonrs. You area good advocate for your cause. 

Do you have any questions 4 2 

Mrs. Grirrivus. Nota thing. 

Mr. Jonres. Mr. Lipse omb?- 

Mr. Lirsome. Would you mind stating your position on recommen- 
dation 4, which has to do with the 160-acre limitation ? 

Mr. Dana. I know what that is, but I will go and seek the language, 
Mr. Lipscomb. It says that the Congress amend the present acreage 
limitation so as to meet local conditions. Weagree. We think that the 
area should be adjusted to the needs of a family producing a living at 
the American standard. 

Mr. Liprscoms. And that is to adjust it to the local conditions, and 
not an outright repeal of the 160-acre limitation. 

Mr. Dana. No, just local conditions, because there are places where 
less than 160 acres would give you a living, and there are places where 
much more would not. 

Mr. Jones. Thank you very much, Mr. Dana. 

Mr. Dana. Thank you for your indulgence. 

Mr. Jonrs. The Chair might say at this point this afternoon we will 
have to cease our hearing at 4: 30 in order to catch a plane for Los An- 
geles for the purpose of resuming hearings there at 10 o’clock in the 
morning. We have 10 witnesses, so that means we will have to work 
fast in order to hear all of the witnesses. I hope that the witnesses, if 
they are in the audience now, who are scheduled for this afternoon, will 
keep that in mind. The committee will make every effort to expedite 
its hearing in order that all of you may be taken care of. 
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The committee will stand in recess until 2 o’clock. 
(Whereupon, at 12: 45 p. m. the hearing was recessed until 2 p. m. of 
the same day.) 
AFTERNOON SESSION 


Mr. Jongs. The subcommittee will come to order. 

State Senator John Merrifield? Is Senator Merrifield in the 
audience ? 

(No response. ) 

Mr. Jones. Mr. R. E. Kerr of the Oregon Farm Bureau Federation. 

We are glad to have you, Mr. Kerr. Will you give your full name 
to the reporter, please ? 


STATEMENT OF R. E. KERR, CHAIRMAN, LAND AND WATER USE 
COMMITTEE, OREGON FARM BUREAU FEDERATION 


Mr. Kerr. I am afraid the farm bureau is leaning on a broken reed 
here, but all the rest of the farmers are out adding to the surplus. 

My name is R. E. Kerr. I am a filbert grower from Lane County, 
Oreg., and serve as State chairman of the Oregon Farm Bureau Fed- 
eration Land and Water Use Committee. I am appearing today on 
behalf of that organization. 

For your information, the Oregon Farm Bureau Federation is a 
general farm organization having a membership of 7,653 farm and 
ranch families. ‘There are active county farm bureaus in 29 of 
Oregon’s 36 counties. 

We are particularly pleased to present a statement here today be- 
cause our member county farm bureaus have just concluded several 
months of intensive policy development study. The statement pre- 
sented is a result of the study and action taken by the voting delegates 
of the Oregon Farm Bureau at their annual meeting held November 
16, 1956. 

Generally, the policy of the Oregon Farm Bureau Federation is in 
general agreement with the purposes and philosophy of the Hoover 
Commission on Water Resources and Power: To prune back functions 
of the executive branch of the Government in areas where State, local, 
and private interests can provide necessary services, to take the Gov- 
ernment out of business where it competes with private enterprise, to 
reduce overlapping or duplication of Government agencies, and to 
promote economy where practicable. 

Referring to the Commission’s 15 recommendations, the Oregon 
Farm Bureau Federation either directly through its own resolutions 
or through those of the American Bureau Federation, which the 
Oregon delegates help to formulate, supports the following recom- 
mendations: 

1. Congress should adopt a national water policy on the following 
points: 

(a) Develop water resources to assure optimum use and maximum 
contribution to national economy, growth, strength, and general 
welfare. 

(b) Water resources development generally should be undertaken 
by drainage areas—local and regional. 
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(c) The Federal Government should assume responsibility only 
when it is necessary to further or safeguard the national interest or 
accomplish broad national objectives, or where size, complexity, or 
potential purposes or benefits put the project beyond the means or 
needs of local or private enterprise. Otherwise, the responsibility of 
development should be discharged by State or local governments or 
by local organizations of private enterprise. 

(d) In participating in water resources and power development 
the Federal Government should, without waiving its constitutional 
rights, take account of the rights and laws of the separate States 
concerning water within their boundaries. 

(e) The Federal Government should provide advisory assistance 
to State and local agencies undertaking water resources and power 
development projects. 

(7) Before Congress authorizes or appropriates funds for Federal 
participation in any water projects it should have substantial evidence 
of economic justification and financial feasibility of the project and its 
essentiality to national interests. 

2. Create a Water Resources Board (to be made up of the Presi- 
dent’s Committee on Water Resources and the Interagency Com- 
mittee). 

4. Congress should amend its acreage limitations to meet local 
conditions. 

9. Congress should empower and direct the Federal Power Com- 
mission to fix rates on Government power sales at levels that will— 

(6) Amortize and pay interest on the Federal investment plus an 
amount equal to the Federal tax exemption. 

(c) Provide payments in lieu of full taxes to the State and local 
governments equivalent to those private utilities would pay. 

15. In respect to the power component for new multiple-purpose 
projects: 

(a) Offer private enterprise the opportunity to provide capital for 
the electrical components and transporting of power through their 
own systems (being subject to regulation of rates by Federal and State 
authorities). Management of the dams should remain with the Fed- 
eral Government. 

(6) If private capital is not available the power should be offered 
for sale prior to construction to the private utilities, the State, munici- 
palities, and cooperatives on terms that protect the Federal interest. 

We of the Oregon Farm Bureau, in summary, endorse recommenda- 
tion 1 (a) to (f), inclusive; recommendation No. 2; recommendation 
No. 4; recommendation No. 9 (0) and (¢); and recommendation 15 
(a) and (db). 

Mr. Jones. Do I understand you to say that the Oregon Farm 
Bureau approves these recommendations that you have enumerated ? 

Mr. Kerr. Yes, sir; and I will give you the reasons and the recom- 
mendations we have, and the words that they use. The recommenda- 
tions are in regard to those foregoing ones which they approved. I 
am quoting from the recommendation now. 

The foregoing recommendations are embodied in the Oregon Farm 
Bureau resolution on Federal natural resources : 

We believe the Northwest’s irrigation, power, navigation, timber, and recrea- 


tional resources should be developed to their fullest extent in an orderly and 
efficient manner by private enterprise, State organizations, or by Government 
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agencies best qualified to perform this task. We propose that the development of 
agencies best qualified to perform this task. We propose that the development 
of the Columbia River Basin be undertaken through a Pacific Northwest inter- 
state compact. 

In all cases of interstate streams the people of the States bordering upon, or 
in which such streams or any part thereof are located, shall be made the owners 
of the development of streams and that such ownership be established by inter- 
state compacts. 

We recommend that any Federal water policy shall recognize State water 
rights and that no diversion of water shall be understaken by the Federal Gov- 
ernment without the permission of the States involved. 

We recommend that the Congress be urged to pass legislation to the effect that 
within the States lying wholly or partly west of the 98th meridian and subject 
to water rights heretofore established in their respective States, all nonnavigable 
water together with the underground water be reserved for beneficial use pur- 
suant to State laws; and that Federal agencies, permittees, licensees, and em- 
ployees of the Federal Government, in seeking the use of water for any purpose 
in connection with Federal programs, projects, activities, licenses, or permits, 
shall as a condition precedent to the use of any such water, acquire rights to the 
use thereof in conformity with State laws and procedures relating to the con- 
trol, appropriation, use, or distribution of such water. 

Mr. Jones. At that point, if the Federal Government would vacate 
its traditional role in resource development, would not all of these 
things come true ? 

Mr. Kerr. Well, we have the Supreme Court decision on this. 

Mr. Jones. I was just thinking if all of the fears and apprehensions 
you expressed here were such that the Federal Government were to 
withdraw from the field of water resource development, then all of 
your fears would be dissipated. 

Mr. Kerr. These particular ones probably would be. We might 
have some others. We do not go so far as to advocate complete with- 
drawal in all respects. 

Mr. Jones. Where do you intend that there be any Federal activity 
then ? 

Mr. Kerr. The State, or local groups, or private organizations, 
where they can handle it. Then they should take over these things. 

Mr. Jones. Name an activity outside of the utility companies tak- 
ing over the management and the development of electric energy in 
multipurpose dams. Is there a local interest re: idy, willing and able 
to perform these responsibilities / 

Mr. Kerr. There are not at the present time. They are not eco- 
nomically feasible. But REA isa sample. 

Mr. Jones. Do you think the Federal Government should step out 
and wait until we see whether or not the local interests are going into 
it and, if necessary, what length of time would be required, in your 
opinion, for the Federal Government to determine whether or not 
local interests are going to be enterprising enough to take over those 
responsibilities ? 

Mr. Kerr. I think that would have to be determined on the basis 
where you might use engineers or economists. I am thinking of recla- 
mation, for instance, and the Rural Electrification Administration, 
where there has been an opportunity, but no action taken on those. It 
is necessary for a subsidy of some sort to get things for the general 
welfare, but I would not be able to draw a line as to where it would be. 
But the general principle is, we do not feel that the Federal Govern- 
ment is a good business organization, but it has its function. 
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Mr. Jones. Are you just wedded to a principle and not the prac- 
ticalities of the situation ? 

Mr. Kerr. Well, where they are spelled out in detail we can say yes 
or no on a good many of them, but the principle is the main thing. We 
are not able to—— 

Mr. Jones. You go ahead. Iam taking up too much of your time. 

Mr. Kerr. Yes, sir. 


Where irrigation is the foundation of agricultural and industrial development, 


its development should be through private enterpise to the greatest extent 
possible. 


We recommend that the prior preferance clause of the Basic Project Act of 1937 
should be amended to include “and State regulated electric utilities” in each 
appropriate section. 


There we are going along in favor of recommendation 11 (a). 

Mr. Jones. You favor the partnership arrangement ? 

Mr. Kerr. That private utilities—I got ahead of myself, but that 
recommendation 11 comes in down there. 


We again express our opposition to the establishment of any valley authority 
as previously proposed, and specifically oppose any Columbia Valley Authority. 
We oppose the operation by the Government of any reclamation or power project 
as a public utility. 

The use of reasonable acreage limitation on new land is not undesirable; 
however, these limitations should be set high enough to maintain a practical 
operation. High productivity per farm family, with an allowance for reason- 
able increase of production, should be the standard. We oppose the application 


of acreage restrictions as to size of the farms to presently cultivated or irrigated 
land. 


We do not favor it on there. 


We recommend that the Federal Government withdraw as owner and admin- 
istrator of reclamation projects when contractual obligations have been satisfied. 
A specific method of determining ownership of a project and the repayments 
toward construction charges thereof should be established. 

The administration of policies and objectives relating to sound land and water 
use can best be accomplished through existing units of local government, includ- 
ing irrigation districts, and the groups of citizens familiar with the problems 
of the area and region involved. 


There must be a maximum of local autonomy in the administration of such 
projects. 

Recommendation 11 (a) states: 

Permit private utilities to purchase a fair share of Federal power. 


Tt seems there is a question that is loaded a little bit. 

As previously indicated in the resolutions of the federation, we 
do not concur, but favor the preference clause of the 1937 act in the 
matter of Federal power distribution. 

Mr. Jones. You just stated in your earlier statement on the same 
page: 

We recommend that the prior preference clause of the Basic Project Act of 
1937 should be amended to include “and State-regulated electric utilities” in each 
appropriate section. 

Now you are advocating here that the preference clause be retained, 
but your statement is to retain it except to put the utilities on the 
same basis as you would other preferential customers. 

Mr. Kerr. The State-regulated utilities. I am afraid we did not 
spell that out well enough and I would have to put that—after the 
State-regulated public utilities, after these others. 
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Mr. Jonrs. You are traveling both roads at the same time and it 
is pretty hard to understand you. 

_ Mr. Kerr. It is pretty difficult, is it not? That is an apparent incon- 
sistency they did not that is the action and I cannot defend it any 
further. ; 

Mr. Jonxs. Is it a fair statement to say that you do not advocate the 
retention of the preference clause, but concur with your previous 
statement that private utilities should be included in the preference 
clause ? 

Mr. Kerr. No; I believe that the conclusion was that the 1937 act 
was the one we favored, and that these others come in afterwards. I 
am quoting here and I was in on the discussion, but I think this did 
not get as careful editing as it should have. But I remember the dis- 
cussion and the argument was in favor of the —— 

Mr. Jones. You will be safe to take both positions because you can 
go in either direction any time you want to. 

Mr. Kerr. Thank you very much. 

The Oregon Farm Bureau Federation resolutitons do not cover 
the balance of the 15 Commission recommendations. 

One of the issues which seems to have generated a great deal of 
interest throughout the course of these hearings, and one which is not 
explicitly spelled out in the recommendations of the Commission, is 
the fate of the REA program under the proposed program. 

The American Farm Bureau Federation was instrumental in the 
organization of the Rural Electrification Administration, and I wish 
to make clear the stand of the Oregon Farm Bureau Federation on 


this subject. The Oregon Farm Bureau definitely supports the REA 
reg hitely Sup} 

program as stated in the following resolution on power and rural 

electrification : 


Rural electrification should be made available as rapidly as possible to those 
farmers not now served. We urge the private power companies, electric coop- 
eratives, and public utilities districts to extend complete rural electric service 
to farm people at a uniform rate. 

We will continue our support of all efforts of the Rural Electrification Admin- 
istration designed to extend rural electrie service on a self-liquidating basis to 
farm people through local cooperatives, owned, controlled, and operated upon 
truly cooperative principles by the people they serve. 

We recommend that the low interest rates be maintained on debts of the REA, 
inasmuch as they were set up on these rates. 

In particular, we oppose raising the interest rates on REA debts 
since service has been extended, in most cases, to the prudent limit on 
the basis of those low rates. 

In that respect, we do not regard these activities that the Govern- 
ment is continuing to operate—we do not think that they should be 
based on whether they are paying or not. 

Mr. Jones. If the adoption of the recommendations that you have 
presented here were to become effective, are you apprehensive that 
there would still be an REA? ; 

Mr. Kerr. I think if they were all—you mean the Hoover Commis- 
sion recommendations ? 

Mr. Jonrs. No; I am talking about your recommendations. If 
your recommendations are taken by this committee and they were to 

ecome effective, do you think there would be any REA’s operating 
in the future? 
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Mr. Kerr. Yes, sir. I think we allow for that. There are places 
where it is not economically feasible for local groups to handle it and 
it has to be subsidized in some fashion to get it going. 

Mr. Jones. That is not the question I propounded to you. 

Mr. Kerr. Let me see if I can spell out the place. 

Mr. Jones. You recommend No. 15 and say you are in accord with 
recommendation 15. Do you think there would be any REA’s left if 
recommendation 15 were to become the law of the land? 

Mr. Kerr (reading) : 

If private capital is not available, the power should be offered for sale prior 
to construction to the private utilities, the State municipalities, and coopera- 
tives on terms that protect the Federal interest. 

As we understood it, it did not require the Government to take over 
all of these things, but where it was feasible for local groups to take 
it then leave it to the local groups to take it. 

Mr. Jones. That is right. Then you would not have any preference 
when local groups took it over if the private utilities took over the 
generation of electricity. There would be no preference clause in ef- 
fect and therefore the generation would be left. If it is economically 
feasible for the Federal Government, do you not think it would be 
economically feasible for the utilities to generate and distribute and 
sell power from federally constructed projects? 

Mr. Kerr. I am not quite sure I followed that. 

Mr. Jones. That is all right. 

Have you been presented with this questionnaire that was circular- 
ized by the National Farm Bureau Federation ? 

Mr. Kerr. No, sir. They did not put us on their mailing list. 

Mr. Jones. They did not get you on the mailing list ? 

Mr. Kerr. Is that the Farm Bureau Federation ¢ 

Mr. Jones. Yes, sir. 

Mr. Kerr. No, I have not. 

Mr. Jones. It is the Farm Bureau Policy Discussion Sheet No. 7, 
which says, “Where Shall We Cut Government Spending?” It dis- 
cusses or gives the recommendations of the Hoover Commission. 

You are not acquainted with that? 

Mr. Kerr. I am not acquainted with it. I have been left off their 
mailing list on something here. I am familiar with these recommen- 
dations, but not the discussion of them. 

Mr. Jones. That is all. 

Are there any further questions? 

Mr. Lipscoms. No questions. 

Mr. Jones. Thank you very much, Mr. Kerr. 

Mr. Kerr. Thank you very much for this opportunity. 

Mr. Jones. It is good to have you, sir, and I hope, sir, that your 
serene will soon be repaired and you will not have to hobble 
around. 

Vivan Jones, of the Tacoma Chamber of Commerce. 


STATEMENT OF VIVAN B. JONES, ASSISTANT SUPERINTENDENT, 
TACOMA CITY LIGHT 


Mr. Vivan Jones. I am Vivan B. Jones, assistant superintendent 
of Tacoma City Light. I am here to present a joint statement of the 
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Tacoma Chamber of Commerce and the city light division of the city 
of Tacoma. 

By way of background, I might say about the time Tom Edison 
was developing his incandescent lamp, the first electric-light plant in 
the then Territory of Washington, which consisted of Washington and 
Oregon as we know it today, was built at Tacoma. Shortly after 
that it was purchased by the city itself and for some 62 years or 
more we have been a public utility. 

Our assets have grown to approximately $70 million and we have 
238,000 kilowatts of hydro and 55,000 of steam, all of which has been 
paid for out of revenue and not 1 cent of taxation has gone into that, 
except the original purchase, which was paid off immediately. 

Now for the prepared statement. 

The report, meaning the Hoover Commission report, appears to 
generalize in apparently classifying electric utilities into two main 
groups; namely, Federal and privately owned. In the interest of fac- 
tual reporting and to correct apparent erroneous conclusions, we con- 
tend that the classification of electric utilities should be: 

1. Federal. 

2. Non-Federal. 

(a) Privately owned. 

(6) Publicly owned. 

Most non-Federal electric utilities, including privately owned and 
publicly owned, are taxpaying and self-supporting. To imply that 
the many highly successful locally owned taxpaying business-man- 
aged public power systems are dependent upon Federal or even local 
tax-supported appropriations on one hand, or are classifiable as pri- 
vate utilities on the other, is as inaccurate as classifying privately 
owned utilities under the generalization of Federal or public owned. 

Our purpose in appearing before this committee is to reaffirm the 
position that has been assumed before the task force and congressional 
committees in Washington on many occasions in the interest of pro- 
moting a continuous and adequate development of power in the 
Pacific Northwest sufficient to keep pace with the growth requirements. 

It is our opinion that— 

1. Congress should provide the necessary appropriations to expedite 
completion of Federal power projects under construction in this region 
and that Congress authorize sufficient new starts, and appropriate 
funds therefor, to supply necessary power needs until regional agen- 
cies can assume their utility responsibilities for the region. It is 
fully recognized that any Federal agency, financed annually by con- 
gressional action, faces inherent difficulties in formulating and main- 
taining a program of development on a long-range basis. We are 
opposed to the viewpoint that all Federal power projects should be 
subject to annular appropriations by the Congress. 

2. That the Federal Government enact the necessary legislation to 
permit and promote participation with any State or local agency, 
either public or private, in the study, planning and construction of 
multipurpose projects in a manner which would allow maximum de- 
velopment and local control of the power resources affected. 

3. That the Federal Government enact the necessary legislation 
to permit construction by State or local agencies of any project in- 
cluded in a comprehensive plan for Federal development upon proof 
of competence, financially and physically, insofar as having the ability 
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to maintain an organization for the construction of the provers and 
to handle the sale and distribution of power at lowest possible rates, 

4. That the Federal Government, in cooperation with affected State 
agencies, expedite its work in negotiating with the Dominion of Can- 
ada, and its respective Provinces, particularly British Columbia, to 
permit and provide additional generation facilities and/or upstream 
storage benefits for downstream plants. 

5. That the interdepartmental agencies of the Federal Government 
maintain a friendly and understanding spirit and cooperative attitude 
toward the development of the abundant hydro resources of this region 
to the end that the power versus fish controversy may be amicably 
settled or possibly eliminated and the region’s overall economy mate- 
rially improved. 

Mr. Jones. Do you have any further suggestions on how to get the 
fish and power people together ¢ 

Mr. Vivan Jones. One, Mr. Chairman. That if the two agencies I 
am representing were here to speak for themselves, I am sure each 
would oppose Mr. Stanley’s point of view, the Oregon State engineer, 
that the States be given absolute control of those resources, for it is 
the States of Oregon and Washington, through their governors and 
respective fish and game commissions, that are blocking two very 
important hydroelectric developments in this area. They are respon- 
sible for the slowdown and delay. So I am confident if the two or- 
ganizations were here they would say Tacoma City Light has dealt 
with and through the Federal Power Commission for many years, 
with the finest spirit and base of cooperation, and we have no reason 
to seek a change from that point of view. 

6. That the Federal Government determine that developments and 
projects affecting navigation or waters passing through two or more 
States, be made in the best interests of the public and of all States 
concerned, 

7. That the Federal Government maintain equitable distribution of 
development costs for multiple-purpose projects on a functional] basis, 
thereby to establish a basis for the sale of power at the lowest possible 
rate consistent with comprehensive development. 

8. That the Federal Government maintain in effect provisions of 
the preference clause pertaining to the sale and distribution of electric 
power from federally constructed projects. 

That is signed by the Tacoma Chamber of Commerce and the city 
of Tacoma Light Division. 

Mr. Jones. Thank you very much, Mr. Jones. That is a most ex- 
cellent statement. 

Any questions, Mrs. Griffiths? 

Mrs. Grirrirus. No questions. 

Mr. Liescomp. I have one. 

Mr. Jonrs. Mr. Lipscomb. 

Mr. Lrescoms. Mr. Jones, how does the department of public utili- 
ties operate in the city in respect to their annual appropriations ? 

Mr. Vivan Jones. Tacoma City Light is a revenue-producing, tax- 
paying organization, and it is governed by an appointive board of 
five businessmen. Those five businessmen are appointed by the city 
council, so that before the city of Tacoma embarks on the issuance of 
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revenue bonds, we will say, the board members approve and the city 
council must approve. 

Mr. Lirscoms. How would you envision this recommendation of 
yours, No. 1, in operation, so far as our Federal Government is con- 
cerned, where you say : 

We are opposed to the viewpoint that all Federal power projects should be 

subject to annual appropriations by the Congress. 

How would you propose they operate at a Federal installation ? 

Mr. Vivan Jones. We envision there some arrangement whereby 
the revenues of the Bonneville Power Administration would be cred- 
ited to its own account, so that in turn in future years it can withdraw 
from those specific funds instead of asking for and receiving each 
year annual handouts from the Treasury. In other words, if each 
organization and each major Federal distributing agency could in 
effect be a regional corporation. 

I am not endorsing that at this moment, but merely saying there 
are certain aspects that in the long-range pull we must look toward 
each organization using the funds it gets from the ratepayers to fur- 
ther improve the facilities that it requires. 

Mr. Lipscoms. Recommendation 11 of the Hoover Commission 
report, I believe, suggests that certain of these projects and systems 
come under the Government Corporation Control Act. You have not 
taken any position on that. 

Mr. Vivan Jones. No. We have not officially. Unofficially, I am 
sure we would not be too pleased with that, because as I stated a 
moment ago, we are very happy with our arrangement with the 
Federal Power Commission, and to bring into being a new corpora- 
tion with a new set of initiations and learning and getting acquainted, 
and the heartaches and mistakes that must be made—we are opposed 
to that. 

Mr. Liescoms. That recommendation just has in mind that one par- 
ticular operation be subject to that Act. Would you still allow Con- 
gress to appropriate money for starts and take a look at the projects, 
or do you want them completely independent, with no control? 

Mr. Vivan Jones. Oh, I think there must be in the ultimate analy- 
sis some degree of control obviously, or else one region with a pre- 
ponderance of population, we will say, will take over, and those with 
the minimum of population would suffer. So I assume in the ulti- 
mate analysis there must be a check-and-balance system. But in the 
main there should be more flexibility than there is at the present 
time in allowing new starts and the construction and completion 
of projects. 

Mr. Lirescomrs. Do you mean if a certain project had $20 million 
on hand, that they would gain from their revenues, that they could 
go right ahead and invest that money in any particular new capital 
installation that they wanted to construct ? 

Mr. Vivan Jones. If the Federal Government is to assume its 
yublic utility responsibility in the area, that is the only way it can 
be done; in the same way that a private utility or a public agency 
must extend its distribution system or facilities as the load requires, 
without going to the people. 

Mr. Lrescoms. Can you operate in any fashion you want to in the 
city of Tacoma without approval of the city council 4 
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Mr. Vivan Jones. No, indeed. That is why I say in the ultimate 
analysis there must be some final check-and-balance system, but all 
We are suggesting is a little greater leeway for the use of funds paid 
in by the ratepayers in the area. Somewhere there must be a stop- 
ping place obviously, and you are looking at it from that point of view, 

assume, that no agency or area should be allowed in effect to go 
wild with its construction ; and I think you are right. i 

Mr. Lirscomrn. Of course, in Congress our area is the whole Nation 
and the ratepayers are not necessarily the people who run the utility 
in a particular area. . . 

Mr. Vivan Jones. That is right. You have a good point, sir; and 
I think you are on sound ground there. I was just suggesting, as I say, 
a little greater latitude. 

Mr. Lirscoms. Thank you. 

Mrs. Grirriras. Thank you very much, Mr, Jones. 

Senator Merrifield. 


STATEMENT OF HON. JOHN MERRIFIELD, OREGON STATE SENATOR 


Senator Merrirretp. Mr. Chairman and members of the committee, 
my apologies for being called earlier and not being present. I appre- 
ciate your giving me an opportunity to appear at this time. 

My name is John Merrifield. At the present time I am a member 
of the Oregon State Senate and in private life the president of the 
Insurance Company of Oregon. I am voluntarily making this state- 
ment because I feel deeply that some of the recommendations of the 
Hoover report are of such obvious value to the cause of better govern- 
ment that they cannot be ignored by the Congress and the citizens of 
the United States. 

If I may digress, my remarks this afternoon are directed to recom- 
mendation 2. 

I would be the first to admit that I am not an expert on all of the 
recommendations of the report. But 1 have studied the section deal- 
ing with water resources and power because of the very great impor- 
tance of these matters to Oregon and the Pacific Northwest. 

I am particularly interested in the recommendations made by the 
Commission on water policy at the national level. I am interested in 
the creation of an agency which will bring together all the various 
bureaus and agencies currently maintaining various levels of jurisdic- 
tion over the water policy of our Nation. My reason for this extreme 
interest lies in the fact that the Oregon State Legiilobans has grappled 
with just this problem in the past two sessions and have come up 
with a concrete piece of legislation which will crystallize and fairly 
apportion Oregon’s water policy in the foreseeable future. 

At the risk of boring the committee with details, may I take a few 
moments to relate the history of this legislation which led to the pas- 
sage of House bills Nos. 25 and 26 in the session of 1955? 

regon’s water resources until this year were under the direction 
of a number of agencies, each with its own sphere of influence and 
jurisdiction. We had the State engineer, the forest department, 
State hydroelectric commission, State fish commission, State game 
commission, board of reclamation, State sanitary authority, and 
numerous other agencies with exclusive or partial control of water 
resources within the statutory limits of their activity. Our ground- 
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water code extended to the areas east of the Cascade Mountains, but 
there was restriction on the use of ground water in the vast area 
covered by the western half of the State. 

I might digress just to mention that we have probably about 80 
percent of our population west of the Cascade Mountains. 

Our streams were generally overappropriated. For instance, it 
has been said that, if all water rights were to be used on the Tualatin 
River at the period of low water flow, there would actually be no 
streamflow in that river. And even in the western half of Oregon, 
with its plentiful supply of rainfall, there had come to be a growing 
concern as to where we were to get additional supplies of pure water 
to meet the needs of a mushrooming population. To put it simply, 
Oregon could see that there was trouble ahead in the apportionment 
of our water resources as competition became keener for every pos- 
sible drop which flowed on our surface streams and that in our 
ground-water reservoir. 

This was the situation facing us when the legislature met in 1953. 
In that legislative session, House bill No. 440 was introduced, the bill 
bearing the names of members of both parties as sponsors. This bill 
pen for the creation of a water resources study committee. The 

istory of the bill is interesting. It passed the House, 56 to 0, and the 
Senate, 24 to 0, obviously, with absences in both bodies accounting 
for the incomplete rollcall, since we have 60 and 380, respectively, in 
our Houses. 

Gov. Paul Patterson, an ardent advocate of this legislation, called 
the step “one of the most forward-looking pieces of legislation in Ore- 
gon history.” 

Following the adjournment of the legislature, Governor Patterson 
appointed the 7-member committee which worked long hours in 
the intervening 2 years to bring forth a report, with recommended 
legislation, to be submitted to the 1955 session. This body was like- 
wise composed of members of different political faiths. Certainly 
few study groups have ever given the time and study to the problem 
that the citizens of Oregon received from this public-spirited group. 

Their report and recommended legislation resulted in the introduc- 
tion into the 1955 legislature of House bills Nos. 25 and 26. House bill 
No. 25 generally dealt with surface water and administrative pro- 
cedure and adjudication, while House bill No. 26 provided for a 
comprehensive ground-water code for the entire State. Referring to 
the Journals of this session, we find that House bill 25 passed the 
House by a vote of 47 to 3, and the Senate, 24 to 5. House bill 26, 
dealing with ground-water, passed the House 54 to 5, and the Senate, 
28 to 1. 

Specifically, House bill 25 provides for the appointment of a water 
resources board to coordinate and provide for the most beneficial use 
of all the waters over and under the ground of the State of Oregon. 
We now have a master plan in Oregon, a plan that looks 50 years 
ahead to the time when we may expect several million more people 
in our State, and when our agriculture, industry, power, transporta- 
tion, and other needs will be requiring many millions of additional 
gallons of water for the myriad uses to which we put this all- 
important resource. 

It is my thinking that what we have done in Oregon to coordinate 
and control our sources and supply of water is little different than 
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the recommendations made by the Hoover Commission for a compre- 
hensive plan for the water resources of the United States. The 
basic tenet of the report on water policy from the report bears repeat- ' 
ing at this point. Mr 
It must be evident that there is imperative need for a clear definition of the Utili 
role and policies of the Federal Government in the framework of a consistent you, | 
national water policy and the coordination of Federal and State agencies which 
will progressively promote conservation and development of this vital natural STAT 
resource for the Nation as a whole, as well as for the States and local com- 
munities. IN( 
Mr. Chairman and members of the committee, it is my considered We 
opinion that this recommendation is a “must” on our national agenda. M 
It is a “must” item on the schedule of Hoover Commission findings Th : 
which of necessity should occupy a No. one priority in the studies of + 
the next Congress. For shelving this recommendation into a con- roy 
venient legislative pigeonhole can only mean that we are postponing bello 
that ultimate day of reckoning when we must consider the national My 
vo of our water resource if we are to survive and prosper as a f h 
ation. New industry, new techniques in manufacturing, new lands oe 
being brought into cultivation, and a rising birth rate that seems to Ken | 
have no limit, can only mean that sooner or later we must face up to Mr 
this problem of conserving and apportioning out in equal shares the Wall 
water that God has so beneficiently supplied us with in most areas of Coun 
this country. he we 
Oregon is proud of the leadership we have shown in recognizing the Mr 
threat to our future growth by lack of water and our facing up to succe 
the problem by legislative action to meet the problem before it throws Yo 
us fora loss. Certainly, the same action can be taken on the national M 
level and the Hoover Commission report certainly sets up the guide- T am 
lines which might be followed to bring some order out of the present Utili 
chaos we have in Washington with the multiple agencies of the Gov- whic! 
ernment overlapping one another in the matter of our water resources. man) 
Mr. Chairman and members of the committee, I deeply appreciate ingte 
the privilege of testifying before this committee today on a matter of tion 
such vital importance to the Pacific Northwest and the United States. distr 
Thank you. whol 
Mrs. Gruirrtrus. It was a pleasure to have you, Senator. powe 
Are there any questions ? W 
Senator Merrirretp. May I say just one word to Congressman ule t 
Lipscomb ? view 
Mrs. Grirrirus. Yes. Com: 
Senator Merrirretp. You inquired this morning from our State ment 
engineer, Mr. Stanley, as to something that had been done between grate 
California and Oregon. In 1953 California appropriated $50,000 reco} 
and we appropriated $20,000 and made a study of the river to the comr 
south, the Klamath River, so that we might know just how much water ously 
was there and where it was coming from, and so that we could share ther 
it and not take it away from each other, but rather work out a program If 
together that would benefit the people of both States. I believe it effec 
has been accomplished quite successfully. hisian 
Mr. Larscoms. I knew that. I was in the California legislature War 
when it was passed and I wanted to hear it from a witness. : pows 
Senator Merrirtetp. And I assume we both voted for the appropri- to tk 


ation. our | 
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Mr. Lirscoms. Yes. Thank you. 

Senator Merrtrietp. Thank you, sir. 

Mr. Jones. Thank you, Senator. 

Mr. Ken Billington, executive secretary of the Washington Public 


Utility Districts “Association of Seattle, Wash. I am glad to have 
you, Mr. Billington. 


STATEMENT OF KEN BILLINGTON, EXECUTIVE SECRETARY, WASH- 


INGTON PUBLIC UTILITY DISTRICTS’ ASSOCIATION, SEATTLE, 
WASH. 


Mr. Brizrneton. Mr. Chairman and members of the committee. 
I have two other statements, one of the gentlemen who was to follow 
me, but in deference to the committee’s time he asked that I merely 
submit it for the record. That is the statement of Willard A. Camp- 
bell of the Benton County Public Utility District. 

Mr. Jones. Without objection, the statement will be made a part 
of the record immediately following the statement of the witness, 
Ken Billington. 

Mr. Buurneron. I also have a statement on behalf of Glenn C. 
Walkley, president of the Board of Commissioners of the Franklin 
County Public Utility District, who was not scheduled to appear, but 
he would like to have it inserted in the record. 

Mr. Jones. Without objection, it will be made a part of the record 
succeeding the other insertion to be made. 

You may proceed, Mr. Billington. 


Mr. Brrurncron. Mr. Chairman and members of the committee. 
I am Ken Billington, executive secretary of the Washington Public 


Utility Districts’ Association of Seattle, Wash. The association, 
which I am honored to represent, is comprised of membership of the 
many operating public utility districts throughout the State of Wash- 
ington serving in excess of 216,000 consumers. Policies of the associa- 
tion are formed by the locally elected commissioners of such utility 
districts. The Federal power system supplies about 95 percent of our 
wholesale power needs, and we therefore are very interested in Federal 
power policy. 

We are pleased that your committee could find time in a busy sched- 
ule to come to the Pacific Northwest whereby we might express our 
views on the recommendations on water resources and power from the 
Commission on Organization of the Executive Branch of the Govern- 
ment, commonly referred to as the Hoover Commission. We are 
grateful for this opportunity because through it we hope to set the 
record straight and correct certain injustices which we feel were 
committed by the task force of the Hoover Commission, in their previ- 
ously held hearings. We also specifically take exception to certain of 
the recommendations made on Federal power policy. 

If these recommendations of the Hoover Commission had been in 
effect during the last 25 years, this great Nation of ours could have 
been the vanquished rather than the victor in the last great World 
War. Additionally, the prosperity based on low-cost Federal public 
power, which has come to the Pacific Northwest with resulting benefits 
to the whole Nation, would not have happened. Farms throughout 
our region would still be in the dark as they were in the days ‘when 
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private utility monopoly had the responsibility of utility service and 
water-resource development. We cannot stress this too emphatically 
because that is how we feel. The adoption of the policies on water 
resources and power recommended by the Hoover Commission would 
have affected us adversely in the past and most certainly would affect 
us adversely in the future. 

Before coming here I received the hearings of the task force on 
Water Resources and Power held in Portland, Oreg., on June 28, 
1954. My purpose was to substantiate the fact in my mind that the 
hearings were conducted by a committee “stacked” in favor of private 
utility monopolies. Certainly the two representatives on the task 
force from Oregon and Washington are men well known for their anti- 
Federal power development stands. Mr. Shannon from our State has 
been one of the most active opponents of local public power in any 
Dd His record in our State legislature demonstrates this without 

oubt. 

It should be recalled that the hearings conducted by this task force 
throughout the Nation came about only because protest had been made 
that membership of the task force did not include any person who 
could be termed favorable to public power. It did include many who 
were outspoken against public power. By the time that task force 
arrived in Portland, they had been in several locations throughout the 
Nation. Instead of their being here as an unbiased group interested 
in obtaining views from all segments of public life, task-force mem- 
bers spent much time lecturing us with their own anti-public-power 
views. This task force, which was assigned the responsibility of de- 
termining fact, actually operated with preconceived views which they 
were more interested in spreading by use of the task force as a public 
forum. We emphasize this fact because it leads to the recommenda- 
tions made by the Hoover Commission, and certainly you don’t get 
unbiased recommendations from misleading findings. 

As local publicly owned utilities, we do not support any idea of 
complete Federal monopolization of power development. But neither 
do we subscribe to the views of selfish monopoly interests which would 
try to eliminate or block the proper role of our Federal Government 
in developing multiple-purpose projects in a regional river basin. 

To adopt the recommendations of the Hoover Commission on Water 
Resources and Power would be to turn this Nation back 50 years in 
river development. Certainly we here in the Northwest are acutely 
aware of the benefits which have come from dams such as Grand 
Coulee, Bonneville, and the others, and which have played a very 
important role in national defense, as well as our country’s prosperity. 

In deference to your committee’s time, I will refer only briefly to 
each of the committee recommendations pertaining to power: 

Recommendation No. 9 would appear to accept the biased findings 
of the task force to the effect that: (a) The Federal power program 
for a few is being subsidized by the many; and (2) income to the Fed- 
eral Government from Federal power projects is lower than would 
be the case if taxes similar to private utilities were to be paid. I think 
the best and most factual answer to this has been given by Congress- 
man Holifield of California, one of the members of the Commission, 
who in his dissenting opinion exposed the deliberate methods used by 
the task force to show that earnings from Federal power projects have 
not been of benefit to the Nation’s taxpayer. 
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If I might ad lib, I will try to be brief from here on out in the state- 
ment. 

Mr. Jones. If we do not hear all you have to say, we will read 
about it. 

Mr. Butineton. Thank you very much. 

I would emphasize one point in the Pacific Northwest which I think 
is important. That is, although the Congressman shows there is no 
subsidization, he did not stress, or at least I would like to stress the fact 
that the Federal income from the standpoint of expansion of industry 
which has come from the low-cost power, is tremendous. 

As I say, even though the Congressman showed that excess earn- 
ings on Federal power projects even surpass the taxes paid by com- 
pereae or like wholesale private power companies, there is the other 

enefits which has come to this Nation and the tax coffers through the 
industrial expansion and payment of taxes by industry and its result- 
ing payrolls based on low-cost power. For example, in the State of 
Washington in 1940, there was a total of $31,705,000 of internal rev- 
enue collections. 

We had many examples, of course, of the aluminum industry where 
payments of Federal income tax would be through their home office. 

In 1954, this had jumped to $725,663,000, or 24 times as great. When 
you realize that a great amount of the economic growth which has 
brought this tremendous increase of income to the Federal Govern- 
ment through Federal taxes is based on low-cost Federal power, you 
can easily see why we in the Northwest who know that even on the 
present low Federal power rates we are ahead of the payout schedule 
on our Federal power projects, reject the special-interest thinking and 
the sectionalism shown by recommendation 9 of the Hoover Com- 
mission. 

Recommendation No. 10, which is to the effect that the Federal 
Government not be permitted to build steam plants, definitely goes 
contrary to the intent and purpose of the law which established the 
Commission. As we understand it, the Congress said the purpose of 
the Commission was, “To promote economy, efficiency and improved 
service in the transaction of the public business.” Any utility op- 
erator. public or private, where the primary energy source is hydro- 
electric, will admit that it is good business and efficient to firm up 
hydro plants with fuel-fired plants. If it is good in private and local 
public operation, then it appears logical in those instances where the 
Federal Government has a sizable amount of hydro projects. 

Recommendation No. 11, had it been placed in effect in the Pacific 
Northwest during the last 25 years, would have meant the complete 
monopolization of the output of the Federal power projects by the 
private utilities. Under the guise that private utilities do not get a 
fair share of power output from Federal projects—although even 
today they are getting substantial power supplies at much lower cost 
than the local public agencies here in the Northwest—the recommen- 
dation completely reverses the basic role of the Federal Government 
in preventing monopoly in utility service. s 

Utility service cannot be handled as true free competitive enter- 
prise. A private monopoly utility operates only by franchise from 
the people which it serves. Should those people decide to provide 
their own utility service through their own local publicly owned util- 
ity, there certainly should be a means, at least in those areas where 
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the Federal Government operates plants, whereby a power supply can 
be made available to local people free from control of the monopoly 
which they wish to discard. What has been termed “preference 
clauses” in Federal power policy have actually worked in the Pacific 
Northwest as “antimonopoly” clauses, made effective by the Federal 
Government building transmission lines into those areas where local 
people decide to serve themselves. 

To adopt recommendation No. 11 (a), calling for a fair share of 
power to private companies, and then make it effective through recom- 
mendation No. 11 (b), which in effect means the Federal Government 
could never build another transmission line, would destroy any right 
of local people to reject private monopoly service. 

We would like to comment at this time on the general theme preva- 
lent throughout the task force findings as well as in the Commission’s 
report itself, that public power is tax-subsidized power. Certainly 
in the light of today’s practice of rapid amortization, where subsidies 
even exceeding total Federal investment in power facilities are being 
granted private utilities throughout the Nation, there can be no 
credence given to the type of thinking that says public power is 
subsidized power. We have two splendid examples in the Pacific 
Northwest where private power is being subsidized by the Federal 
taxpayers in the Washington Water Power Company’s and Pacific 
Power & Light Co.’s recent construction of two hydro projects. Not 
only do these companies reap great subsidy benefits under the rapid 
amortization program, but it has provided them with a tax accounting 
device which makes 80 to 85 percent of their dividend payments tax- 
exempt. We realize that this matter is not of concern to your particu- 
lar committee, and only cite it as a means to demonstrate the charges of 
subsidizations of Federal power projects by the taxpayers cannot be 
used to justify a change in Federal power policy, when great tax 
subsidies are being made to private monopoly utilities. 

Recommendations Nos. 12, 18, and 14 can be considered jointly. 
Our association is on record favoring establishment of a Federal re- 
gional corporation to take over the Federal power functions in the 
Pacific Northwest, to provide self-financing methods for future power 
development, and ultimately to provide regional] representation on the 
Board by the four Northwest States. 

We are stressing certain things today like TVA and attempts to 
break it down, as well as proposals to disrupt self-financing there. 
In that group we would have to place any consideration of these rec- 
ommendations on a tentative basis until we could see specific legisla- 
tion proposed to enact them. 

We have felt that such steps would provide a regional approach to 
river development and thereby maintain a comprehensive develop- 
ment program; it would prevent the underdevelopment of the river 
now being proposed at the Hells Canyon site, and just lately at the 
Nez Perce dam site; and it would answer some of the problems now 
facing the Northwest which have caused a stalemate in power develop- 
ment. However, witnessing the acts to break up the TVA, and more 
recently the proposals to restrict the self-financing proposals of the 
TVA whereby such approach would be inefficient, any endorsement 
of these recommendations would have to be qualified pending study of 
the specific laws proposed to implement them. 
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Recommendation No. 15 is so extreme in furtherance of the private 
monopoly utilities’ taking over all public water resources for the pur- 
pose of power development that it is not worthy of comment. The 
use of the term “private enterprise” would, if we understand the ree- 
ommendation, preclude any participation by a local nonprofit con- 
sumer-owned public agency from participation in water resource de- 
velopment. There is no justification for such a recommendation. 

During the period when private utilities are receiving direct sub- 
sidization on their Federal taxes they certainly have nor right to criti- 
cize the Federal power program, even if you were to assume that, 
which we do not agree with, that it is subsidized. 

In brief summary, we state that the task force which did the pre- 
liminary work on the recommendations were biased in their views 
against the Federal power program; their purpose and action in their 
public hearings were to discredit the public power programs, both 
Federal and loc al; that the Hoover Commission recommendations on 
power, based on inferences of inequities to the Nation’s taxpayers and 
subsidization of public power are not justified or cannot be substan- 
tiated; that the recommendations if enacted would reject the 50-year 
history of sound public resource development which has been prac- 
ticed in the best public interest; that the recommendations would 
actually result in the fostering of complete private monopoly without 
effective regulation; and that they would result in wasteful under- 
development of the public water resources. 

We would urge rejection of recommendations 9, 10, 11, and 15 of 
the Hoover Commission on Water Resources and Power, and with re- 
spect to recommendations 12, 13, and 14 we would suggest specific 
legislation to make certain that the end result was to promote economy 
and efficiency in Government operations, which we thought was the 
actual intent of Congress in establishing the Hoover Commission. 

If I might, Mr. C hairman, I would just like to add several other 
comments on the basis that I know in your previous hearings at Lewis- 
ton and also here today there have been a number of points mentioned 
or made concerning the public utility districts in the State of Wash- 
ington. 

First I would like to clarify for the committee’s information that 
the public utility districts in the State of Washington do pay local 
and State taxes. 

It has been brought to my attention that certain statements were 
made that public utility district counties are having difficulties tax- 
wise because of the presence of public utility districts. I think ac- 
tually if you examined the situation that is not the cause. What is 
happening is the fact that in the public utility district counties we are 
experiencing some very good growth. For example, last year the 
gross kilowatt-hour s ales in our systems increased 15 percent. As a 
comparable instance in the private power company area in eastern 
Washington it is 6.6 percent. Naturally, any growing community will 
have problems taxwise. But I think it is certainly a definite and posi- 
tive statement today that the local and State taxes paid by the public 

utility districts have prevented any void in the tax coffers in the 
change from private to public oper ation. 

I might extend that statement by saying or enumerating for you 
briefly ‘that in place of a property tax we pay a gross revenue tax in 
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lieu of the property tax. I might point out to you the experience 
we have found in a number of districts in Klickitat County, 90 miles 
east of where The Dallas Dam is being built. After taking over the 
private utility operation there that small district went out on a com- 
plete farm electrification program, and accomplished that. In so 
doing the assessed values of the property in Klickitat County, or the 
increase in the assessed values, exceeded the amount that it cost to 
build those lines. 

I might point to the Chelan public utility district, which on its own 
initiative went out and secured a power supply for an aluminum com- 
pany plant, which not only provided the community with one thousand 
more jobs and a gross annual payroll being put into the community 
of around $5 million, but also an industry that paid $268,700 in local 
taxes just last year. 

There has been reference made regarding financial support of pub- 
lic utility districts to the public power program. For the committee’s 
information, as municipal corporations of the State of Washington 
they are completely under the auditing of the State auditor, division 
of municipal corporations. They are completely limited in any type 
of expenditures for political purposes, or power propaganda purposes, 
having very definitely to stay in the line of research and information 
for their people. 

There has been some support from the standpoint of the public util- 
ity districts for the National Hells Canyon Association. It has been 
very small, and much smaller than I think it should be, in deference 
to that worthwhile project. I do know there are perhaps other ques- 
tions in the committee’s mind, so at this time I will stop and be will- 
ing to answer them. 

Mr. Jones. Mrs. Griffiths ? 

Mrs. Grirrirus. No questions. 

Mr. Jones. Mr. Lipscomb? 

Mr. Lirscoms. Mr. Billington, you said you paid also a gross profits 
or gross receipts tax ? 

Mr. Briutneton. Gross revenue tax. Yes, sir. 

Mr. Lrrescoms. Instead of an ad valorem property tax. What per- 
centage of your gross revenue do you pay? 

Mr. Brtirneton. On the power which we purchase from an outside 
source, such as Bonneville Power Administration, it would be 2 per- 
cent on the gross. On power which we generate from our own proj- 
ects, it is 5 percent on the gross. 

Mr. Liprscoms. Does that compare pretty closely to an ad valorem 
tax which you would be required to pay if you were under a different 
system ? 

Mr. Britutncton. Yes, it does. In that regard in 1940 at the re- 
quest of the officials of the local public utility districts, recognizing 
in the transition from private to local public power you might have 
a tax void, they went to the legislature and through the State tax com- 
mission made surveys of the then existing private utilities to deter- 
mine what would be an equitable tax, recognizing public utility dis- 
tricts as municipal corporations under the State constitution cannot 
pay a property tax. In turn it was determined that the 2 percent-5 
percent level was proper. 

It is rather difficult to say this is equal to that, because you are 
comparing things similar to the prices of oranges and apples. I could 
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cite you instances where a public utility district in the first year of 
operation after taking over from the private company paid increased 
taxes. I can cite you instances where public utility districts in other 
counties had a slight deficiency. But we do know this: Being based 
on gross revenues, which are ever increasing, and have increased to 
greater proportions than property values in the Pacific Northwest, 
and also property taxes ah to depreciation, that we find are get- 
ting or beating those tax payments which were made by the former 
private utility on State and local taxes. 

Mr. Lirscoms. What is your rate now ? 

Mr. Brtrneton. What do you mean by the rate? 

Mr. Liescoms. To the customers? 

Mr. Briurneton. They vary between the different districts. Each 
is a local autonomous district within each county. We are very proud 
of the fact that quite a number of our districts made substantial rate 
reductions during this year. We know of two which are scheduled 
next year. We have one or two, and possibly three, public utility 
districts which have sold power to residential consumers at a rate of 
less than 1 cent per kilowatt. 

Mr. Liescoms. What is the average rate of the members of your 
Association ? 

Mr. Briurneron. The average overall rate at the present time I 
think in 1954, the residential and rural consumer rate was approxi- 
mately 1.15 cents per kilowatt-hour. 

Mr. Lipscoms. Do you know what the rate is in the city of Tacoma? 

Mr. Birrurneron. No, I do not. I mean the city of Tacoma has 
had an admirable record for low rates, as explained by the previous 
witness. It is a long-standing local public organization, where they 
paid off a substantial portion of their obligations and have very low 
rates. 

Mr. Lipscoms. Is it lower than members of the Public Utility De- 
partment’s ? 

Mr. Brurneton. Oh, in that respect you have to fix certain levels 
to get a comparison. If you want to take the 500-kilowatt-hour level, 
I can give you that. 

In the city of Tacoma, residential service is at the present time $5.35. 
The nearest public utility district counties would be Cowlitz County 
and Grays Harber would be $5.50 for a like amount. Compared to 
that, the city of Seattle is $5.24, and in the city of Spokane, served by 
the private utility of Washington Water Power, it is $6.36. 

Mr. Liescoms. Thank you. 

Mr. Jones. Thank you very much, Mr. Billington. It was a pleas- 
ure to have you. 

Without objection, the statements submitted by Mr. Billington will 
be made a part of the record at this point. 

(The statements referred to are as follows :) 


STATEMENT OF GLENN C. WALKLEY, PRESIDENT, BOARD OF COMMISSIONERS, 
FRANKLIN County Pussic UTILITY DIstRicT, WASHINGTON 


Mr. Chairman and members of the committee: my name is Glenn C. Walkley. 
I am president of the board of commissioners of the Franklin County Utility 
District, which provides electric service to approximately 6,900 customers in 
Franklin County, Wash. My private business is wheat farming. 

As one of Washington State’s large family of successful operating public 
power agencies, we are deeply concerned with the policies and objectives stated 
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in the Hoover Commission’s Report on Water Resources and Power—policies and 
objectives that apparently are designed to cripple, if not kill, public power. 

The power policy recommendations made in the Hoover Commission report 
bear a striking resemblance to the basic policies of the private utility industry. 
Certainly, the Nation’s top private utility management experts and legal counsel 
could have prepared no more effective brief supporting complete monopoliza- 
tion and exploitation of our hydroelectric resources by the private utility in- 
dustry. If the Commission’s recommendations in the field of power generation, 
transmission, and distribution are placed in effect by legislative and administra- 
tive action, the competition of public power—which has played such a dominant 
roll in reducing rates, promoting general economic development and extending 
service to rural areas—will be eliminated, and private power will again be in 
the driver’s seat, free to exploit the Nation’s natural resources for private gain. 

The Hoover Commission report places great stress on the economic doctrine 
that the Federal Government should not be in competition with free private 
enterprise. This is a doctrine to which a vast majority of United States citizens 
subscribe, including those of us who represent public power. But from this basic 
truth the Commission leaps blindly to the unwarranted conclusion that the 
Federal Government should abdicate its traditional role, built up by congressional 
action over a period of more than half a century, of responsibility for conserva- 
tion and development of our Nation’s natural resources. The Commission’s 
conclusion is apparently based on the fallacy that the power business is “free 
private enterprise.” Nothing could be farther from the truth. The generation 
and distribution of electricity is a monopoly, free of competition, and guaranteed 
a fair return on investment. These are not advantages usually associated with 
free private enterprise. 

Without the yardstick provided by public power, there can be no measure 
of fair and equitable rates, good service, and efficient operation in the public 
interest. Without that yardstick there will be no effective control of private 
utility operation to prevent regression to the flagrant abuses of the 1920’s and 
1930's that led to formation of the public utility districts and REA’s. 

The Hoover Commission has gone to great lengths to develop statistics and 
arguments designed to prove that a great majority of the Nation’s taxpayers 
are subsidizing power development for a small minority of the population. In 
his dissenting opinion, Commissioner Chet Holifield has refuted the majority 
report and has presented statistics which show that Federal power develop- 
ment, far from being a subsidy program, has actually been a sound investment. 
As evidence of this fact, Columbia Basin multipurpose development projects 
are now about $68 million ahead of the payout schedule. 

Although we do not agree that the Federal power program is subsidized, 
suppose we assume for the moment that there is some basis for the Commission’s 
contention. We still find it impossible to follow the Commission’s line of reason- 
ing. Under the heading “National Interest in Irrigation,” the Commission re- 
port states: 

“The justification for Federal interest in irrigation is not solely to provide 
land for farmers or to increase food supply. These new farm areas inevitably 
create villages and towns whose population thrive from furnishing supplies to 
the farmer, marketing his crops, and from the industries which grow around 
these areas. The economy of seven important cities of the West had its base in 
irrigation—Denver, Salt Lake City, Phoenix, Boise, El] Paso, Fresno, and Yakima. 
Indeed, these new centers of productivity send waves of economic improvement 
to the far borders, like a pebble thrown into a pond. Through irrigation, man 
has been able to build a stable civilization in an area that might otherwise have 
been open only to intermittent exploitation.” 

That is undeniably true of irrigation. 

But, as the Portland Oregonian has so pertinently asked in an editorial pub- 
lished August 29, 1955, “Why is it not equally true of hydroelectric power, which 
creates industries and employment? Do not the aluminum plants, chemical 
plants, and the multitude of other manufacturing units made possible by low- 
cost electricity also send ‘waves of economic improvement to the far borders’?” 

We concur wholeheartedly with the Oregonian—of course they do. 

The Oregonian editorial also asks: “Why is it that the Government, in its 
laws and in its thinking, draws a line between Federal assistance in developing 
rivers for power, on the one hand, and irrigation, navigation, and flood control, 
on the other?” It seems pertinent to comment that the Hoover Commission’s 
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report seems to view this question with a great deal more astigmatism than has 
Congress over the past half century. 

The Oregonian editorial comments further on the subsidy theme as follows: 

“The Hoover Commission asks why the taxpayers of New York, Pennsylvania, 
and New Jersey should help pay the reimbursable costs of new hydroelectric 
plants on the Columbia River. 

“Well, why should the people of Nebraska pay for river and harbor improve- 
ments in New York, Pennsylvania, and New Jersey? 

“Why should residents of the cities pay for farm price supports? 

“Why should people who travel only in automobiles help pay subsidies for 
airlines and steamship lines? 

“These examples are many of all taxpayers contributing to development of 
regions and industries. The fundamental reason is that such contributions add 
to the national wealth and security, provide new jobs for new population. But 
the Federal Government and the Hoover Commission do not recognize the 
validity of this concept for power, which the Government develops only under 
the legal fiction that it is ‘a necessary byproduct.’ 

“The Nation needs a more reasonable policy with respect to development of 
electricity from water. Water is the resource. All its uses must be developed, 
in the national interest, and to the utmost of their worth. This is not a question 
of monopoly, or socialism, or private enterprise. A sound Federal water policy 
would encourage private and publicly owned utilities to participate in develop- 
ment to the best of their ability. But the stigma of illegitimacy should be 
removed from Federal power, and its place in national growth recognized.” 

The Oregonian’s argument that power is just as deserving of subsidy as irri- 
gation makes good sense. However, the record would indicate that power has 
not been subsidized, and has in fact not only paid its own way, but also con- 
tributed a very large subsidy to irrigation here in the Pacific Northwest. 


STATEMENT OF WILLARD A. CAMPBELL, BENTON CoUNTY PUBLIC UTILITIES DISTRICT, 
KENNEWICK, WASH. 


My name is Willard A. Campbell. I own and operate a cannery and insurance 
agency in Kennewick, Wash., and I am an elected commissioner of the Benton 
County Public Utility District. I have spent most of my life in eastern Wash- 
ington and have witnessed firsthand the beneficial results of a national policy 
which has made possible a good start in the full development of the Columbia 
River. 

The construction of the Bonneville Dam followed by other Federal multi- 
purpose projects has made available low-cost power which has established a 
yardstick for power costs and stimulated industrial growth of the region, both 
for national defense and for peacetime purposes. The Grand Coulee project, 
by the irrigation of arid lands, has created new wealth for the region and Nation. 
Existing and authorized dams below Pasco on the Columbia River und Lewiston 
on the Snake River will create a waterway which will lower shipping costs and 
bring a new era of industrial growth to the inland empire. 

If full and comprehensive development of the Columbia River is to be achieved, 
storage dams, such as Hells Canyon, Nez Perce, Glacier View, and others, must 
be built and operated for flood control and maximum power production. If 
the full development of the Columbia River is not attained through lack of 
planning and by piecemeal, partial development, the Northwest and the Nation 
will be the loser for all time. 

I have read the recommendations of the Task Force of the Hoover Commis- 
sion on Water Resources and Power, and am convinced that, if followed, piece- 
meal, partial, and uncoordinated river development would result and a resource 
belonging to all the people would be turned over for the benefit of large corpo- 
rations. I have also read the statement of Alex Radin, general manager of the 
American Public Power Association, before your committee at Muscle Shoals 
and agree with his analysis of the task-force recommendations. I urge your 
eareful consideration of this thoughtful statement. 

The Federal development of the Columbia River has proven a wise and 
sound investment of Federal funds. The recent Ford, Bacon & Davis report on 
rates charged for Federal power has given added proof of the adequacy of 
Bonneville Power Administration revenues to cover all costs. The benefits of 
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this low-cost source of power have been passed on to the ultimate users through 
both public and private systems. Nowhere in our country has the use of electric 
power increased so rapidly. Our greatest problem is to secure the development 
at a rate to meet the growing demands for more power. A pattern has been 
established that if continued could do this job. 

It seems to me that the task-force recommendations have been more concerned 
with insuring the private utilities of an opportunity for maximum gain in the 
development of our water resources than a sincere effort to increase the efficiency 
of Federal Government agencies in bringing about full and comprehensive de- 
velopment in the interest of all the people of the United States. 

Although the task-force committee has recognized the need for coordination 
in the planning and operation of our river-system development, in my opinion 
it has failed to come forward with a plan which would insure prompt and orderly 
development at the lowest possible cost. It is not clear whether the recommenda- 
tions 12 and 13 are intended to endorse the type of self-financing plan as proposed 
by TVA, or to circumvent the objectives of such a plan by restrictions which 
would be used to prevent prompt and comprehensive development and withhold 
the full benefits of our water resources from the people. 

I wish tu commend the committee on holding hearings on this important prob- 
lem and appreciate the opportunity to express my sincere concern over the ap- 
parent intent and purpose of the Hoover Task Force Committee. It seems im- 
possible to me for a person to have lived in the Northwest and experienced the 
benefits of Federal development of projects which would otherwise never have 
occurred and not be concerned over proposals which are not clearly intended to 
insure prompt and maximum development at the lowest possible cost. 


Mr. Jones. Mr. Clyde Riddell. 


STATEMENT OF CLYDE W. RIDDELL, PRESIDENT, SOUTHWEST 
WASHINGTON PUBLIC UTILITY DISTRICTS’ ASSOCIATION 


Mr. Rippeti. My name is Clyde W. Riddell. I happen to be a pro- 
fessional engineer and president of the Southwest Washington Public 
Utility Districts of the State of Washington, comprising some 10 
counties. We have approximately 120,000 customers which we are 
supplying with an investment in our transmission lines of approxi- 
mately $95 million. We are serving these people at their own request. 

I will not take up your time by reading my statement, but will merely 
make the statement that we take exception to the statement made here 
previously that the public utilities were adding large amounts of money 
to propaganda. As the previous witness stated, under the laws of the 
State of Washington under which we operate, we cannot pay large 
amounts of money or sums of money for any propaganda. It is a 
statement which I will brand as being absolutely false. 

Are there any questions? 

Mr. Jones. Thank you very much, Mr. Riddell. 

Are there any questions ? 

(No response. ) 

Mr. Jones. Without objection, your statement will be made a part 
of the record. 

(The statement referred to is as follows :) 


STATEMENT OF CLYDE W. RIDDELL, PRESIDENT, SOUTHWEST WASHINGTON PUBLIO 
Urimiry Districts’ ASSOCIATION 


At the hearing of the Hoover task force in Portland, which I attended, it 
Was apparent to me that the opinions of the members were predetermined and 
biased. 

The actions of the presiding chairman, Admiral Moreell, in allocating time 
to present statements in favor of private power companies in allowing them 
to take more time than was allocated to them: while those that were presenting 
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arguments in favor of the construction of multipurpose dams that would aid 
in navigation, flood control, and power development at the Federal level were 
curtailed in the time of their presentation and hampered by argumentative ques- 
tions by members of the task force. 

Robert W. Sawyer, a member of the task force from Bend, Oreg., and previ- 
ously editor of the Bend Bulletin, has been an outstanding opponent of Federal 
development of the Columbia River, or of power and development at grassroots 
level, and the distribution of electric energy by public utility district or REA; 
both editorially and otherwise for years, and it is not a probability that he 
would have an open mind, but would be biased in his opinions in consideration 
of the presentation of facts that were contrary to the stand that he had previ- 
ously maintained over the years. 

The development of the Columbia River is not to be viewed only from a 
powerwise standpoint, but flood control, navigation, and reclamation are fac- 
tors of major importance and removes it from the realm of private enterprise 
for the development of power only, and places it directly on a national level 
of multipurpose development. 

The annual loss by floods on the Columbia River (Army Engineers Report 
308) is the appalling sum of $36 million. While the disastrous flood of May 
and June of 1948 killed 36 people, destroyed 5,000 homes, rendered 35,000 people 
homeless, forced evacuation of 100,000 people, and flooded 251,000 acres of 
land with a total loss of over $103 million dollars. 

Annual floods add materially to the cost of channel maintenance for naviga- 
tion on lower reaches of the river. The increase in the rate of the current 
of the stream together with the increased volume of water results in the move- 
ment of a greater amount of suspended materials which settle in dredged chan- 
nels with the resultant continuous dredging operations to keep the channel 
clear. The ratio of increase of current to the transporting power is double 
the rate of the current and will increase the transporting power 64 times. It 
follows that adequate flood control will materially reduce the cost of channel 
maintenance in the lower reaches of the Columbia River. 

Flood control by storage on the upper reaches of the river presents problems 
that are interstate in their scope. These can only be solved by agencies at 
the Federal level. 


Report oF Poticy COMMITTEE OF SOUTHWEST WASHINGTON PuBLIC UTILITY 
COMMISSIONERS ASSOCIATION 


RESOLUTION NO. 1 : FLOOD CONTROL 


Whereas the 1948 Columbia River flood killed 36 people, destroyed 5,000 homes, 
rendered 35,0000 people homeless, forced evacuation of 100,000 people, and flooded 
251,000 acres, breached numerous levees and caused damage of $103 million; and 

Whereas there was an even greater flood in 1894; and 

Whereas the Army’s 308 report as published in 1949 proposed to control these 
floods by means of a main control system of upstream storage reservoirs, such as 
the high Hells Canyon Dam; and 

Whereas the only new Army flood control dam which has been built in the upper 
Columbia River basin in the last 8 years is Albeni Falls Dam; and 

Whereas the New England flood of 1955 and the Missouri River flood of 1952 
broke: all:previous records and demonstrate the danger that the Columbia River 
floods may also reach new records; and 

Whereas the control of Columbia River floods also greatly improve power pro- 
duction and facilitates navigation ; and 

Whereas the Corps of Engineers is now restudying the 308 reports of 1949 in- 
cluding the flood-control features: Now, therefore, be it 

Resolved, That we urge the Corps of Engineers to provide for several stages of 
developing upstream storage dams in the Columbia River Basin sufficient to ulti- 
mately cut the 1894 flood in half to about 600,000 cubic feet per second at The 
Dalles, Oreg. 

It was moved by Peters, seconded by Darland, and carried that the resolution 
be adopted, and distributed by every means to newspapers and other interested 
parties in order to gain public backing to retention of upstream storage principle 
for flood control. 
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RESOLUTION NO. 2 : COMPREHENSIVE DEVELOPMENT 


We reaffirm our belief that rivers of the Pacific Northwest should be developed 
on a comprehensive, multiple-purpose basis. In accordance with this policy we 
reaffirm our endorsement of the high Hells Canyon Dam, the Nez Perce and 
Paradise Dams; and we are opposed to the small alternative dams in any site 
which would result in underdevelopment of the water resources. 

Moved, seconded, and unanimously carried that this resolution be adopted. 


Mrs. Humpurey. Mr. Wallace has written in and advises he is 
ill. I have a statement here to file. May I file some other statements 
that I have also? 

Mr. Jones. No. We will put in Mr. Wallace’s statement at this 
time. I have some 15 or 20 letters and other statements which will 
have to be made a part of the record also. 

Mrs. Humpnrey. Fine. 

Mr. Jones. Without objection, the statement of Mr. Wallace will 
be made a part of the record at this point. 

(The statement referred to is as follows:) 


STATEMENT OF LEW WALLACE, PORTLAND, OREG., FORMER OREGON LEGISLATOR 


When the Oregon Hoover Committee was organized, I was asked to become 
a member because I was a Democrat. They desired to have the membership 
nonpartisan or at least bipartisan. 

Knowing that President Truman had appointed Herbert Hoover to head this 
committee, being always deeply interested in governmental economy, and knowing 
that the United States Congress had instructed the committee to make recom- 
mendations with respect to— 

* * * abolishing services, activities, and functions not necessary to the 
efficient conduct of government; and 

* * * eliminating nonessential services, functions, and activities which 
are competitive with private enterprise ; 

* * * eliminating duplicating and overlapping of services, activities, and 
functions * * *, 

I felt much good could be accomplished, and certainly no right-thinking Ameri- 
can could object to such a program. 

In connection with the subject of “Water Resources and Power,” I think it 
appropriate that I quote from outstanding men whose thoughts are or have been 
in the same political realm of thinking as mine are. 

Hon. Governor Oswald West, a pioneer in thinking on these resources, in his 
message to the 1911 Oregon Legislature said : 

Effective conservation and development of our State’s resources can come 
only through State and Federal cooperation. So, it must be as regards the 
control and use of the waters of our streams. 

A stream, the source and flow of which is entirely within the boundaries 
of the State, even though within the boundaries of a Federal forest reserve, 
should be given over to the control of the State. But as to the control 
of interstate streams, we must look to the Federal Government. 

Now I wish to quote from the recent address of the great Democratic champion 
and member of the Commission created by Congress, the Honorable James A. 
Farley : 

* * * all through the Nation’s history there have been committees and 
commissions without number, all seeking to impart order and efficiency to 
the Federal Government. They all worked diligently and reported at length. 
But nothing substantial ever came of their work. Against this dismaying 
precedent, some 72 percent of the firs* Hoover Commission’s recommendations 
were accepted in the years between 1949 and 1953. The savings which can 
be clearly traced to the Commission’s work have so far totaled nearly $7 
billion and the nonmonetary benefits have been even more impressive * * *. 

* * * “At no time did polities enter into the deliberations of the Commis- 
sion. Where we differed, they were honest differences of opinion, and Mr, 
Hoover recognized the right of each member to give free expression of his 
views” * * * 
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* * * T do want to make it clear that the Hoover Commission pursued no 
human “villains” in its researches and never singled out individuals for 
personal reproach. The overwhelming majority of our Federal employees 
are sincere, diligent, and conscientious. They find redtape, delay, organiza- 
tional confusion, and waste just as frustrating, just as appalling, as other 
good citizens do. Without their active cooperation, the Hoover Commission 
and its task forces could never have amassed the facts it needed to complete 
the report * * *, 

* * * Make no mistake: The Hoover report tells us plainly that we have 
been a foolish people in our use of our resources, both human and material; 
that our citizens have been neglectful of their responsibilities; and that we 
must, now or never, adopt some of the simple self-disciplines which free, 
self-governing people must practice if they hope to remain free * * *, 

* * * there is a strong possibility of substantial congressional action on 
important portions of the Hoover Commission’s report during the early 
months of the 1956 session. Both political parties were pledged, by planks in 
their 1952 convention platforms, to support further Federal reorganization 
along lines laid down by the first Hoover Commission. I hope that both 
will repeat this avowal in the 1956 conventions with respect to the current 
report. In that case both will want to have good records on the issue * * *, 

Finally a quotation from a speech written on September 22, 1932, on ‘‘Water 
Resources and Power,” by that great American and Democratic President, the 
Honorable Franklin D. Roosevelt : 

* * * T do not hold with those who advocate Government ownership or 
Government operation of all utilities. I state to you categorically that as a 
broad general rule the development of utilities should remain, with certain 
exceptions, a fuction for private initiative and private capital * * *. 

* * * Again we must go back to first principles: A utility is in most cases 
a monopoly, and it is by no means possible in every case for Government to 
insure at all times from mere inspection, supervision, and regulation that 
the public shall get a fair deal—in other words, to insure adequate service 
and reasonable rates, rates as low as you have in Portland where they are 
lower than in many other cities throughout the country. 

I therefore lay down the following principle: That where a community— 
a city or county or a district—is not satisfied with the service rendered or the 
rates charged by the private utility, it has the undeniable right as one of its 
functions of government, one of its functions of home rule, to set up after a 
fair referendum has been taken, its own governmentally owned and operated 
service. That right has been recognized in most of the States of the Union. 
Its general recognition by every State will hasten the day of better service, 
and lower rates. It is perfectly clear to me, and to every thinking ctizen, that 
no community which is sure that it is now being served well and at reasonable 
rates by a private utility company will seek to build or operate its own plant. 
But, on the other hand, the very fact that a community can, by vote of the 
electorate, create a yardstick of its own, will in most cases guarantee good 
service and low rates to its population. I might call the right of the people to 
own and operate their own utility a birch rod in the cupboard to be taken out 
and used only when the child gets beyond the point where a mere scolding 
does any good. 

That is the principle that applies to communities. I would apply the same 
principles to the Federal and State Governments. 

State-owned or Federal-owned power sites can and should properly be de- 
veloped by Government itself. When so developed, private capital should be 
given the first opportunity to transmit and distribute the power on the basis 
of the best service and the lowest rates to give a reasonable profit only * * *, 

Now as to my own thinking, I would say that if Congress, with all the facts 
available to it, cannot agree on all recommendations it would be presumptuous 
on my part to say all the recommendations of the Hoover Committee are cor- 
rect and proper. I would leave that to the wise decisions of Congress. 

I do feel, however, that there are some fields of business and activities that 
should be left generally to private business. One of them is steam generating 
plants. Another Committee recommendation that all dams to be built by the 
United States Engineers seems so obviously correct that one is amazed that this 
is a divided activity of the Federal Government. Another, the taxpayers spend 
tremendous sums each year for river improvements, locks, et cetera. It seems 
to make sense that users of these facilities should pay a fair charge. It is done 
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on the Panama Canal. Again, that all projects declared obsolete or unsound 
by the Chief of United States Engineers be removed from congressional authoriza- 
tion, thus eliminating sectional “logrolling.” 

I believe every right-thinking citizen will agree at least with the above recom- 
mendations of the Hoover Committe. There are most certainly some controversal 
recommendations. These should be discussed and settled in Congress on a non- 
partisan basis after due and careful consideration on the theory of what is just 
and beneficial to the largest number of people. Every Member of Congress 
should be willing to stand up and be counted. 


Mr. Jones. Mr. Ofell H. Johnson. 
Mr. Johnson, you are with the Seattle Chamber of Commerce? 


STATEMENT OF OFELL H. JOHNSON, REPRESENTING THE SEATTLE 
CHAMBER OF COMMERCE 


Mr. Jounson. Yes. I represent the Seattle Chamber of Commerce 
here today. I am a practicing lawyer in Seattle, but I am here repre- 
senting the Seattle Chamber of Commerce. Inasmuch as I was com- 
ing down here today and the Puget Sound Utilities Council were not 
able to come down and be represented, Jack Stevenson, of the Puget 
Sound Utilities Council, asked me to present to your committee a 
written statement in their behalf. 

I have here some brief written statements on behalf of the Seattle 
Chamber of Commerce that I represent. I wish to add that I did 
not prepare this written statement. It was prepared by one of my 
associates in connection with the power committee work in the Seattle 
chamber, but it is brief and I am glad to submit it as a basis for my 
discussion today. 

Mr. Jones. Is that your statement and you want to comment on it? 

Mr. Jounson. That is it. 

Mr. Jones. Without objection, the statement of Mr. Johnson will 
be made a part of the record, to be immediately succeeded bv the 
ee of Mr. Frank McLaughlin from the Puget Sound Utilities 

ouncil. 

Mr. Jounson. I wish to add I have not read Mr. McLaughlin’s 
statement and I do not represent the Puget Sound Utilities Council. 

Mr. Jones. I understand. 

Mr. Jonnson. For your further information at this time, I wish 
to explain that the Puget Sound Utilities Council is a group of utilities 
serving the Puget Sound area. It includes one private company, the 
Puget Sound Power & Light Co., and also includes two municipal 
companies, that is, the Seattle City Light and Tacoma City Light, 
and two public utility districts, the Chelan PUD and the Snohomish 
County PUD. 

The Seattle Chamber of Commerce, which I represent here today, 
is a chamber of about 4,000 members. Seattle has a population in 
excess of a half a million people, and the Seattle Chamber of Com- 
merce over a period of several years has taken a vital interest in deter- 
mining policies in relation to power and power development in the 
State of Washington. 

The Puget Sound area, in which the Seattle chamber is located, and 
in which the Puget Sound Utilities Council serves, is the most populous 
area for distribution and industry in the Pacific Northwest. 

I will first read the brief statement which I have here on behalf of 
the Seattle chamber. We present our statement by making four brief 
recommendations. 
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We recommend to you that the Congress recognize the rights of 
the States in the Pacific Northwest to control development and use 
of the waters of their rivers, so long as such control does not interfere 
with navigation and other powers constitutionally granted the Federal 
Government. 

Mr. Jones. Would you elucidate on that proposal and how the 
Federal Government can vacate some of its responsibiilty and turn 
it over to the States ? 

Mr. Jounson. I have that more specifically covered in another 
statement which follows, and probably in view of that question I 
should read on. 

Mr. Jones. Fine 

Mr. Jonnson. My next statement is: We recommend to you that 
existing statutes be amended so that permits and licenses for the con- 
struction of hydroelectric generating plants may be granted to public 
bodies or privately owned corporations, without preference. 

Mr. Jones. That would be an amendment to the Federal Power Act. 

Mr. Jounson. Yes. 

Third, we recommend that the Congress proceed with legislation 
to authorize sale, at the fair value thereof, of the present power facili- 
ties owned by the Federal Government in the Pacific Northwest to a 
non-Federal entity or entities. This non-Federa]l entity (or entities) 
should be publicly owned. It may be a regional public agency 
created as a result of a compact among States in the Pacific North- 
west. Or, in Washington State, it may be the State power com- 
mission or one or more “operating agencies” thereof. 

The fourth one relates to reclamation, and we recommend that the 
Congress appropriate funds adequate to complete the Columbia basin 
reclamation project on schedule. 

Aside from that, I have no particularly prepared comments from 
which I shall read, so if you have any questions you wish to ask that 
might be the easiest way to get into the discussion. 

Mr. Jones. Fine. 

Mr. Johnson, is there any difference between the Seattle or Puget 
Sound Chamber of Commerce and the National Chamber of 
Commerce ? 

Mr. Jounson. There is no Puget Sound Chamber of Commerce. 

Mr. Jonss. Well, the Seattle Chamber of Commerce. 

Mr. Jounson. The Seattle Chamber of Commerce is a local cham- 
ber of commerce. 

Mr. Jones. I understand that. 

Mr. Jounson. It is affiliated with the United States Chamber of 
Commerce. 

Mr. Jones. Do you agree with the United States Chamber of Com- 
merce’s position on the Hoover Commission’s recommendations on 
water resources and power ? 

Mr. Jounson. Well, what statement in that regard would you say ? 
I do not know just what statement you are referring to. I want to 
know what policy statement they have made in that connection that 
you might be referring to. 

Mr. Jones. I thought maybe you could supply the information to 
the committee, because as I understood it, the National Chamber of 
Commerce was in favor of the Hoover Commission’s recommendations, 
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and the State council of the Chamber of Commerce and the National 
Junior Chamber of Commerce. 

Mr. Jounson. I am not familiar particularly with all of the policy 
declarations that have emanated from the United States Chamber of 
Commerce. I am restricting myself to the policy declarations of the 
Seattle Chamber of Commerce. 

Mr. Jones. I thought maybe you would know and then find out if 
there were any differences in evaluation that you had placed upon it. 

Mr. Jounson. I have not heretofore made such an analysis that 
would permit me to give you that evaluation at this time. I would 
be glad to do so if I had their policy statement. 

Mr. Jones. No, it is not necessary. I thought maybe you might 
know. 

Mr. Jounson. The Seattle Chamber of Commerce has independently 
arrived at their own determinations of policies in relation to power 
development. I might add that after years of participation in ef- 
forts to develop power in-the Northwest, the city of Seattle Chamber 
of Commerce undertook to make an exhaustive study of all the power 
problems in the Northwest. The result of that study was quite re- 
vealing to many persons. It revealed clearly that the power problems 
of the Northwest are area-wide problems. They are not strictly 
local problems, that is, local within an area of a city or a county. 
As a matter of fact, every part of the area is dependent upon the 
tremendous power potential of the Columbia River—the Columbia 
River, which flows out of 5 or 6 different States in the Northwest. 

The city of Seattle recognizes that as far as its future power supply 
is concerned, it also must rely to some extent upon the power developed 
upon the Columbia River. Therefore the power development on the 
Columbia River has been promptly recognized as an area problem. 
We adhere to the view that the river, as such, is one that the citizens 
of the States should have the right to develop and control for the 
purpose of developing power. 

Mr. Jones. Would it not be the simplest approach to it to get a con- 
stitutional amendment declaring that the Federal Government has no 
interest in the Columbia River, in order to accomplish your objective ? 

Mr. Jounson. No, we do not believe that at all. We believe that 
the Federal Government does have an interest in the Columbia River. 
We believe that all of the constitutional prerogatives otherwise should 
be vested in the Federal Government to fulfill, such as flood control 
and reclamation. We do not quarrel with navigation and those other 
prerogatives. 

Mr. Jones. Just power. 

Mr. Jounson. Which the Government has been fulfilling. 

Mr. Jones. Just a minute, Mr. Johnson. Let us stop there for a 
moment. 

Do you recognize that the power in that stream is Federal property ? 

Mr. Jounson. No,I donot. There are two views. 

Mr. Jones. I see. 

Mr. Jonnson. There are two views philosophically in that con- 
nection. 

Mr. Jones. Let us talk legally. Let us not talk philosophically. 
If we talk philosophically we will get off and never get back at all. 

Why do you fail to recognize that the energy in a Federal stream 
is Federal property ? 
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_ Mr. Jonnson. We do not believe that the courts have so construed 
it. The Government has jurisdiction through the Federal Power 
Commission for the purpose of controlling developments upon the 
river, but the power itself as an item of property is something that I 
do not recognize. 

Mr. Jones. I am sorry, but there is a difference of opinion between 
the chairman and you, Mr. Johnson, because if it were not a propert 
right I doubt if we would have any Federal legislation dealing with 
the authority of the Federal Government to dispose of the power, either 
in the Federal Power Act, the Reclamation Act, Tennessee Valley 
Authority Act, the Bonneville Power Act, the Southeastern Power 
Administration, and all of the other acts and agencies set up to make 
orderly distribution of property belonging to the Federal Govern- 
ment. ‘This is the first time I have heard a lawyer come before any 
committee since I have been hearing water problems and say that the 
energy generated in waters of a Federal stream was not a property 
right belonging to the Federal Government. 

Of course, there is no use in our debating the problem here. But 
that is certainly a strange and novel approach—that the Federal Gov- 
ernment owes a responsibility to the people to develop those streams 
which were given to the Federal Government under the Constitution 
itself and, therefore, it could not use that stream to the maximum 
benefit even though it involved a property right, any more than the 
State of New York having a constitutional provision saying that the 
waters in the rapids section of the St. Lawrence seaway are a property 
belonging to the State. I do not believe the Supreme Court has ever 
held that those were property rights belonging to the States. 

Mr. Jonnson. I do not question the right of the Federal Power 
Commission in any way to regulate the river and the development of 
the river and the river system as a whole. We adhere to that view 
completely. The Federal Power Commission issues licenses for the 
purpose of authorizing the development of power generating facilities 
upon the rivers. Those power generating facilities are sometimes 
developed by the Government, and sometimes they are not developed 
by the Government. Sometimes they are developed by other agencies. 

Mr. Jones. If it were not a property right, why would we have the 
Federal Power Act regulating the use by the licensee of the site where 
the power is generated? It does not convey to the licensee a fee simple 
title to the grounds upon which the dam rests. It goes even further 
and regulates the affairs in the dam itself and not the sale of the 
property. 

Mr. Jounson. I think we may be quibbling over fine distinctions 
that are immaterial. We might say that navigation is a property 
right, although I would never so call it, because navigation is more 
of an act. It is a condition rather than a property right, and still 
the Government has very, very strong powers. 

Mr. Jones. It isa very valuable property too. 

Mr. Jonnson. It is a very valuable right to exercise, but I would 
never consider it a property right as such. 

Mr. Jones. That gets back into quibbling again. A permissive 
easement through a right-of-way is not fee simple, although at the 
same time it is recognized when you walk across a parcel of land. 
However, go ahead. 
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Mr. Jounson. We are asking that the Federal Government take 
whatever steps are necessary to recognize the rights of the States 
in the Northwest to control the development and the use of the waters 
in their rivers for power development. We sincerely take that posi- 
tion with all that it implies. 

In the third recommendation we have made, we are asking that 
Congress authorize the sale at fair value of their facilities—their 
power generating facilities and their transmission lines—for the pur- 
pose of enabling the people of the Northwest to control those facilities 
themselves. 

We are doing that for very good reasons. We tried for years in 
this area to hasten the development of our power generating facilities 
on the Columbia River. We have found that the process of seeking 
Federal appropriations for that purpose has been exceedingly slow 
and unsatisfactory. For years in this area with the greatest power 
potential in the United States, we have been power-short. We are 
still power-short and we expect to be more power-short in this area in 
1960 and 1965, unless we can get a tremendous amount of hydroelectric 
generation underway. 

Mrs. Grirrirns. May I ask a question ? 

Mr. Jones. Mrs. Griffiths. 

Mrs. Grurrirus. You say the Federal Government is slow. Have 
the private utilities themselves been slow ? 

Mr. Jounson. Yes, they have been. 

Mrs. Grirrirus. So the blame lies jointly. 

Mr. Jounson. It lies jointly. In fact, up until several years ago 
every conceivable generating agency was slow. One reason why many 
of them were slow was that we met with them and talked with them 
and exchanged views across the table with them, and asked them why 
they did not get out and generate power. One answer was inevitably 
given and that is that the Federal Government is preempting that 
right for themselves on the Columbia River. 

In the second place, they said they could not compete with the 
Federal Government’s financing of the cost of those projects. So 
consequently up until 1952 it was almost impossible to get any sizable 
public generation under way in this area, largely because of the fact 
that it was preempted by the Federal Government as far as power 
development on the Columbia River was concerned, and the power 
development was not proceeding fast enough, and the procurement of 
funds through Federal appropriations was an extremely difficult 
process. 

, After 1952 a process of education has been carried on throughout 
the Northwest for the purpose of stimulating the people locally to get 
out and provide the facilities for the production of their own power 
needs. Since 1952 there has been a change in this area that is hardly 
recognizable. Dozens of power applications have recently been filed 
with the Power Commission in order to obtain permits to create gen- 
erating facilities on the major rivers and some of the smaller rivers 
in the Pacific Northwest. Those applications are being made not only 
by the private companies, but by the public companies. We have en- 
couraged, through the Chambers of Commerce in this area, and through 
the Pacific Northwest Trade Association, which serves the north- 
western States and western Canada and Alaska—we have encouraged 
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every conceivable generating agency to get busy and produce power, 
so that we would not suffer from the power shortage that we have 
been suffering from before. We made no distinctions. We stayed 
completely out of the fight between public and private power. We 
urged the public utility districts to do it; we urged the private com- 
panies to do it; we urged the Federal Government to do it; we urged 
the municipalities to do it. 

Here is what happened in several years. We have cooperation un- 
der way in this area which would have been absolutely inconceivable 
5 years ago. We have the Puget Sound Utilties Council in the Puget 
~ : as = 
Sound area, a private company, a municipal and two public utility 
districts cooperating to solve the problems relating to their major 
power needs, 

We have an organization in the State of Oregon, the Pacific North- 
west Power Co., cooperating for the purpose of making it possible 
for them to go out and develop facilities in order to satisfy their own 
power needs. That is what is being done. 

It is barely possible that the people themselves in this area, the 
utilities—private and public—but local utilities, could conceivably 
provide all of the electrical generation that is necessary for the peo- 
pe in the Northwest. The Puget Sound Utilities Council is abso- 
utely aiming to do it for the Puget Sound area, which is the most 
populous area in the Northwest. It is conceivable that they cannot 
do it, and if it cannot be done, certainly we would like help from the 
Government, and that is what we conceive in the partnership policy. 
We would appreciate help from the Government for the purpose of 
producing the generation that is necessary, notwithstanding the fact 
that we regard the generation, the marketing and distribution of 
power to be a local and regional function, and not a function of the 
Federal Government. 

Mr. Jones. Thank you very much, Mr. Johnson. Mr. Lipscomb? 

Mr. Lirscome. No questions. 

Mr. Jonrs. Mrs. Griffiths ? 

Mrs. Grirrirus. No questions. 

Mr. Jones. Again let me thank you. 

% 
(The statements above referred to are as follows :) 
PuceT Sounp UTILITIES COUNCIL, 
Seattle 4, Wash., December 5, 1955. 
Hon. Rosert E. JONEs, 
Chairman, Special Subcommittee on Water Resources and Power 
of the House Committee on Government Operations, 
Portland, Oreg. 

DeEAR Srr: Mr. Jack D. Stevens, consulting engineer, submitted a statement 
to the Hoover Commission hearings in Portland on June 25, 1954. That state- 
ment, submitted in behalf of the Puget Sound Utilities Council, was addressed 
to Admiral Ben Moreell, chairman. 

Briefly, the council is a voluntary organization of five Northwest power utili- 
ties joined by common interest in the development of an adequate supply of low- 
cost power for the people and industries of the Puget Sound-Cascade region. 
The population of the region is over 1.5 million people, and the customers of the 
five utilities number over half a million. The council is composed of two mu- 
nicipal utilities, Seattle City Light and Tacoma City Light; one private utility, 
the Puget Sound Power & Light Co., and two Publie Utility Districts, the Sno- 
homish County PUD No. 1 and the Chelan County Pud No. 1. 

Since the above statement was presented, Mr. Stevens completed his report to 
the council: “Power Program for the Puget Sound-Cascade Region”. A sum- 
mary of the report was released to the public in April 1955. Included were rec- 
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ommendations which have been adopted by the council utilities and affirmative 
action has been taken on a considerable number of them. Present activities in 
the council’s power development program are outlined briefly below : 

1. Seattle City Light is installing the fourth 90,000-kilowatt generator at its 
Ross plant on the Skagit River and is raising the Gorge Dam to provide addi- 
tional power generation. At the same time, engineering investigations and pre- 
liminary designs are being made on the proposed boundary project on the Pend 
Oreille River in northeastern Washington where a low dam would develop 
265,000 kilowatts of capacity. 

2. Despite delays caused by opposing interests, construction has started on 
the Mayfield plant of Tacoma City Light’s Cowlitz River project. If there are 
no more serious delays, the first of four generators can be in operation at May- 
field in 1958. Total installation will be 160,000 kilowatts. The upstream Mossy- 
rock plant is planned to follow with an installation of 300,000 kilowatts. 

Site investigations are proceeding at the Cushman No. 3 diversion dam pro- 
posed by Tacoma for construction on the south fork of the Skokomish River. 
This dam will divert water from the south fork into Cushman No. 1 Reservoir 
for use through the existing Cushman No. 1 and No. 2 power plants. Core 
drilling is being done in the river, and churn drilling has been completed at the 
site of an earth-filled saddle dam. 

3. The Puget Sound Power & Light Co. has filed with the Federal Power 
Commission for a license to construct the upper Baker hydroelectric project 
which will have an installed capacity of 85,000 kilowatts. A further part of 
this development will be the installation of a 55,000-kilowatt generating unit in 
the company’s present lower Baker plant. The entire project is scheduled for 
completion in 1959. 

The Puget Co. is also proceeding with the installation of an additional 20,000- 
kilowatt generating unit in its Snoqualmie Falls hydroelectric plant. 

4. Chelan Public Utilities District has completed seismic surveys for the Rocky 
Reach project on the Columbia River. Churn drilling on the left bank is show- 
ing encouraging results and core drilling is in progress in the riverbed. Installed 
capacity will amount to 595,000 kilowatts initially and 935,000 kilowatts ulti- 
mately. The district expects to obtain a license from the Federal Power Com- 
mission in 1956 and construction could start the same year. 

5. Negotiations with Canadian and United States officials, which it is hoped 
will lead to the construction by the council of the $250 million Mica Creek 
storage dam in British Columbia, are being carried forward. The council has 
proposed to construct the Mica Creek Dam in order to obtain a part of the 
prime power production benefits at downstream United States Columbia River 
plants. 

6. Council utilities are considering the possibility of purchasing power from 
the Priest Rapids project on the Columbia River which is sponsored for con- 
struction by the Grant County Public Utility District. The project will have 
a total installed capacity of 1,170,000 kilowatts. The council has indicated its 
interest in purchasing 640,000 kilowatts of power. 

7. Under arrangements with the Atomic Energy Commission, the council has 
established a technical group in Seattle to study the use of nuclear energy for 
steam-electric power production in the Puget Sound-Cascade region. 

The peak load of the council utilities is now about 1.7 million kilowatts. It 
is expected to increase to 3.3 million kilowatts in 1963-64. In order to meet the 
1963-64 load, additional facilities will require an investment of $670 million in 
hew generating, transmission, and distribution facilities. An additional invest- 
ment will be required during this period to meet the load growth in the years 
following 1963-64. At the same time the council utilities will be purchasing 
large amounts of firm power from the Federal system. 

In conjunction with its power-development program, the council is working in 
harmony with other agencies and utilities in the region for the expansion of 
industry and the creation of more jobs and larger payrolls in the Puget Sound- 
Cascade region and the Pacific Northwest. 

Yours very truly, 
FRANK McLAUGHLIN, Chairman. 
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STATEMENT OF OFELL H. JOHNSON, REPRESENTING THE SEATTLE CHAMBER OF 
COMMERCE 


GENTLEMEN: My name is Ofell H. Johnson. I represent the Seattle Chamber 
of Commerce. 

The Seattle Chamber of Commerce takes no position on the Commission report 
as such. It is our policy to make specific recommendations directly to Congress. 
I will confine my appearance today to recommendations of the Seattle Chamber 
which bear upon Commission recommendations. 

We recommend to you that the Congress recognize the rights of the States 
in the Pacific Northwest to control development and use of the waters of their 
rivers, so long as such control does not interfere with navigation and other 
powers constitutionally granted the Federal Government. 

We recommend to you that existing statutes be amended so that permits and 
licenses for the construction of hydroelectric generating plants may be granted 
to public bodies or privately owned corporations, without preference. 

We recommend that the Congress proceed with legislation to authorize sale at 
the fair value thereof, of the present power facilities owned by the Federal 
Government in the Pacific Northwest to a non-Federal entity or entities. This 
non-Federal entity (or entities) should be publicly owned. It may be a regional 
public agency created as a result of a compact among States in the Pacific 
Northwest. Or, in Washington State, it may be the state power commission 
or one or more operating agencies thereof. 

We recommend that the Congress appropriate funds adequate to complete the 
Columbia Basin reclamation project on schedule. 


Mr. Jones. Mr. Thomas White. 
I might say we have exactly 1 hour for the remaining witnesses. 


STATEMENT OF THOMAS J. WHITE, SECRETARY, COLUMBIA BASIN 
RIVER OPERATORS 


Mr. Wuirr. Mr. Chairman and members of the committee. My 
name is Thomas J. White and I am counsel for the Columbia Basin 
River Operators. This organization is composed of 16 of the major 
towing and barging concerns operating on the Columbia and Wil- 
lamette Rivers. 

I have submitted a rather lengthy statement to the committee, and 
in the interest of your time I will just cover the highlights briefly. 

Mr. Jones. Fine. It will bea great help to us. 

Mr. Wuirte. Thank you. 

In the statement I have set forth a number of statistics showing the 

rincipal commodities that move on the Columbia and Willamette 
Rives: and the growth of our barge system on these rivers. 

I have also set forth five major premises as to why we oppose the 
imposition of user charges or toll charges on our rivers. 

The first, I believe, and probably, it appears to me at least, lawyer- 
wise, to be one of the most important, is the legal implications. Histor- 
ically from the Articles of Confederation where they adopted the 
Northwest Ordinance, which was reenacted by the first Congress in 
1787, without change, it reads as follows. It is very brief and it is 
fundamental in understanding this problem. I am sure the com- 
mittee has heard it before. 

The navigable waters leading into the Mississippi and St. Lawrence and the 
carrying places between the same shall be common highways and forever free as 
well to the inhabitants of the said territory, as to the citizens of the United 


States and those of any other State that may be admitted into the Confederacy, 
without any tax, impost or duty therefor. 
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In the Rivers and Harbors Act of 1882 and again in the act of 1884, 
the Congress provided that: 


No tolls or operating charges whatever shall be levied or collected from any 
vessel, dredge, or other water craft for passing through any lock, canal, canalized 
river, or other work for the use or benefit of navigation, now belonging to the 
United States or that may be hereafter acquired or constructed. 


Coming close home, here in the Pacific Northwest, the Oregon ad- 
missions act of 1859 provided in part: 


That the said State of Oregon shall have concurrent jurisdiction on the Colum- 
bia and all other rivers and waters bordering on the said State of Oregon, so 
far as the same shall form a common boundary to said State, and any other 
State or States now or hereafter to be formed or bounded by the same; and said 
rivers and waters, and all navigable waters of said State, shall be common high- 
ways and forever free, as well as to the inhabitants of said States as to all 
other citizens of the United States, without any tax, duty, impost, or toll therefor. 

Our sister State of Washington, when it was admitted to the Union, 
had similar language in its admission act, and I may say also various 
other States have the same language, including Alabama, Missouri, 
Iowa, Wisconsin, and the State of California. 

The second point we have pointed out to the committee is that these 
tolls in our opinion would destroy the water carriers. In other words, 
water carriers possess the inherent advantage of being able to carry 
very large amounts of traffic at low unit cost. Conversely, the number 
of individual items they can carry is limited. Therefore, their 
inherent weakness is their complete susceptibility to rate reductions 
by competing forms of transportation on the few commodities which 
they can transport. 

The third point which we cover in the brief is that the imposition 
of user tolls is not feasible in a practical sense. In other words, how 
are you going to ascertain what navigation pays, for example, com- 
pared to how much the fisheries should pay? These locks have fish 
ladders practically parallel with the navigation facilities, and if the 
theory of imposing user charges is correct, then obviously the fish 
industry. for example, should pay their user charges, and maybe the 
same goes for reclamation, and irrigation, or other facilities which 
go into those dams. 

The next point, and I think one of the most important, is that a large 
portion of our economy is integrated on the basis of water-compelled 
rates. In other words, these industries have been established on the 
rivers with large investments there, on the basis of how they can move 
their commodities and raw materials in and out. A water-compelled 
rate, of course, is one which has been established by a competing form 
of transportation to meet the competition of water carriers. To 
change the rates of water carriers or eliminate them, if that happens, 
would destroy an investment of many millions of dollars on the 
Columbia River and Willamette River. 

The last point in our brief to the committee is one dealing with na- 
tional defense. We think that the preservation of water carriers 
just the same as rail and trucks is important to the defense of this 
country. One of the movements which we take great pride in the 
Northwest, and which is pointed out in detail in the brief, is the 
movement of petroleum during the last World War from our ocean- 
going seaports of Portland and Vancouver up into the inland empire. 
There the Government established airfields both for training and pos- 
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sible attack, which used large quantities of petroleum products. There 
was almost a complete breakdown in the number of rail cars available 
for this movement, as well as the number of trucks. The barges stood 
in to their everlasting credit and received commendations and citations 
from our Government. 

We feel it is quite important in that respect. 

Mr. Jones. How about the movement of bauxite? 

Mr. Wuirte. Not by river transportation. 

Mr. Jones. Where does the bauxite come from that is used by the 
aluminum companies on the Columbia River ? 

Mr. Wuire. The majority of it, and I am not an authority on it, 
Mr. Chairman, comes from Jamaica. I have been down there and 
seen them load, and some of it goes directly to Longview. I also 
understand some of it comes from the South. 

Mr. Jones. Arkansas? 

Mr. Wuire. I believe so. I am not really acquainted with the orgi- 
nation of that movement. 

That concludes my brief summary of the statment which we have 
submitted to the committee. 

Mr. Jones. Thank you very much, Mr. White. It is a very fine state- 
ment. 

Without objection, your complete statement will be made a part of 
the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF THOMAS J. WHITE, SECRETARY, COLUMBIA BAsIN River OPERATORS, 
PORTLAND, OREG. 


The Columbia Basin River Operators is a nonprofit Oregon corporation com- 
posed of 16 towbvat and barge companies whose operation and certification by 
the Interstate Commerce Commission extend over various navigable waters of 
the Columbia River and its tributaries. 

These members are Arrow Tug & Barge Co., Atlas Tug Service, Diesel Towing 
Co., Hallet Towing Co., Harbor Towing Co., Inland Navigation Co., Knappton 
Towboat Co., The Mirene Co., Ramona Tow Boat Co., Inc., Shaver Ttransportation 
Co., Shepard Towing Co., C. T. Smith & Son, Ine., Wilbur J. Smith, Western Trans- 
portation Co., Westport Towboat Co., Williamette Tug & Barge Co. 

In the summer of 1955, the Hoover Commission recommended user charges 
or tolls on federally aided waterways. While not a new proposal, it assumes 
in the minds of some people a more substantial form because it was so recom- 
mended by the Hoover Commission under its announced policy that those who 
receive Government Services should pay for them. 

Superficially, the suggestion probably made sense to many people. Like so 
many things, however, the logic is much more apparent than real. In fact, 
a little reflection will convince any thinking person that a more pernicious doc- 
trine could scarcely be imagined. 

Part of the solution lies in understanding the history behind the development 
of inland waterways. Historically, since our republic was founded, the Govern- 
ment has dredged, deepened, and marked with buoys our interior waterways. 
Dams and locks were installed on a few of our inland waterways in the first 
decade of our constitutional government. The prime importance of the develop- 
ment of our vast but embryonic waterway system and the policy considerations 
by which this development should he accomplished was recognized in the North- 
west Ordinance enacted under the Articles of Confederation (subsequently re- 
enacted by the First Congress 1787 without change). This ordinance read: 

The navigable waters leading into the Mississippi and St. Lawrence and 
the carrying places between the same shall be common highways and fore- 
ever free as well to the inhabitants of the said territory, as to the citizens of 
the United States and those of any other state that may be admitted into 
the confederacy, without any tax, impost or duty therefor. 
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In the Rivers and Harbors Act of 1882 and again in the Act of 1884, the 
Congress provided that: 


No tolls or operating charges whatever shall be levied or collected from 
any vessel, dredge or other water craft for passing through any lock, canal, 
canalized river, or other work for the use or benefit of navigation, now 
a to the United States or that may be hereafter acquired of con- 
structed. 


Coming closer home, here in the Pacific Northwest, the Oregon admissions act 
of 1859 provided in part: 


That the said State of Oregon shall have concurrent jurisdiction on the 
Columbia and all other rivers and waters bordering on the said State of 
Oregon, so far as the same shall form a common boundary to said State, 
and any other State or States now or hereafter to be formed or bounded by 
the same; and said rivers and waters, and all navigable waters of said State, 
shall be common highways and forever free, as well as to the inhabitants of 
said State as to all other citizens of the United States, without any tax, 
duty, impost, or toll therefor. 


Similar language is contained in the admission act of our sister State of Wash- 
ington. 

Perhaps an even more serious problem is presented with respect to rivers 
which form all or a portion of our international boundaries, or which are the 
subject of an international treaty. For example, the treaty with Great Britain 
whereby the Oregon Territory was acquired contained a stipulation that the 
Columbia River would be free and open to certain citizens of Great Britain. 

It is extremely doubtful, in view of such legislation as the Northwest Ordi- 
nance of 1787, the Rivers and Harbors Act of 1884, such admission acts as that of 
the States of Oregon and Washington and the constitutional questions involved, 
that tolls could be legally assessed against those using our navigable waterways. 

In addition to these legal problems, we must consider the possibility of retalia- 
tory charges against American vessels in foreign ports. There would be the vast 
problem of administering a program of user charges—of measuring the cargoes 
and collecting the fees upon all of our 28,000 miles of waterway and at our 500 
locks and 300 harbors. We must consider which costs should be recovered, and 
which not—for it would be manifestly unjust as well as immensely difficult to go 
over a system which has grown up gradually over a period of 130 years on the 
assumption that use would be free, and forming the basis of vast private and other 
inestments made on the same assumption, and try to make our user-charge policy 
retroactively recover costs which were never meant to be repaid. 


DESTRUCTION OF THE WATER CARRIERS BY THE IMPOSITION OF TOLLS 


The gravity of the situation cannot be overemphasized. User charges or tolls 
would utterly and completely destroy inland water transportation, which is ex- 
actly what the proponents of such tolls have in mind. 

How, you may say, could this be the case when it is obvious that the water car- 
riers would simply pass on the extra costs assessed against them to their ship- 
pers who would, of course, ultimately pay the bill? The answer lies in our regu- 
lated economy, in the single inherent weakness of water transportation in that 
the territory it may serve as well as the commodities are limited, in the inherent 
strength and flexibility of competing forms of transportation, and in the very 
human trait which dictates that the business goes to those who charge the least. 
This can best be explained by the following: 

1. Railroad rates already are on a par in most segments of our economy with 
those of the water carriers ; 

2. The railroads maintain that they can reduce rates to a parity ievel “to meet 
competition” and still make money ; 

3. The water carriers are now operating on a very, very modest profit margin 
and do not have the fantastic financial resources and reserves of their competitors; 

4. Water carriers possess the inherent advantage of being able to carry large 
quantities of traffic at low unit cost; conversely, the number of individual items 
they can carry is limited. Therefore, their inherent weakness is their complete 
susceptibility to rate reductions by competing forms of transportation on the few 
commodities which they can transport ; 
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5. Selective rate reductions by their competitors, coupled with the necessity 
that the water carriers raise their rates to pay user tolls would mean a complete 
loss of their traffic overnight. 

This is not just an idle fantasy. It has already occurred in the past and will 
occur again if user tolls must be paid. Boat lines have no such blocks of exclusive, 
noncompetitive traffic within the limited scope of their transportation activities 
upon which they can shift their revenue burden through higher rates. All of their 
freight movements must carry their full share of the total expense of transporta- 
tion if the water carrier enterprises are not to collapse. This is amply demon- 
strated by the classic statement of the eminent Interstate Commerce Commis- 
sioner, Joseph Eastman, in a case many years ago when he stated: 

This promises to be the beginning of a return to a policy of railroad rate- 
making which existed for many years and reached its fullest development 
in the Southeastern portion of the country. * * * The railroads in the early 
years encountered stiff competition from many steamboat lines plying upon 
these waters, and they proceeded to meet this competition ruthlessly. 
Eventually they swept the waters clean of the competing craft, except 
on the ocean and the gulf, and even there the competition was greatly 
weakened. This was done by cutting rates when the competition existed, 
to what ever extent was necessary to paralyze it, at the same time maintain- 
ing rates at a very high level elsewhere. The steamboats did not have this 
reservoir of noncompetitive traffic to help them out, and hence perished 
in the struggle. * * * 

Those who wonder at the relationship between low-cost water navigation and 
transportation costs generally need but look at the record. Today, because 
of the existence of competitive, low-cost water transportation, rail rates on 
grain shipments from central Oregon to Portland, Oreg., and Vancouver, Wash., 
are still at the 1930 level. Yet, in the noncompetitive inland area, rail rates 
on wheat shipments to the coast have increased 76.2 percent. 

By the same token, joint rail, truck, and water rates from Portland and 
Puget Sound have kept all rail rates on gasoline hauling at the 1934 level. In 
noncompetitive areas, on the other hand, rail rates have increased substantially 
in recent years. 

The pattern is unchangeable and clear. Wherever low-cost water transporta- 
tion has become available as a competitive factor, all transportation costs have 
gone down. 


THE IMPOSITION OF USER TOLLS IS NOT FEASIBLE IN A PRACTICAL SENSE 


It should be apparent even to the proponents of user tolls that our inland 
waterways are not developed alone for water transportation, but encompass 
such objectives as flood control, recreation, irrigation, and, important in this 
Northwest area—power. 

The theory behind user tolls is premised upon the policy consideration that 
those who receive the benefit of Government services should pay for them. 
The theory may be excellent but putting it into practice would be most diffi- 
cult if not impossible. 

How, even if any merit existed in the proposal, the proportion of benefit 
received by transportation, power users, farmers, fishing-boat owners and 
pleasure-boat owners could be computed is a problem that would defy the 
wisdom of Solomon, not to mention the practical impossibility of billing the 
users and making them pay their proportionate share. 

In fact, this practical impossibility graphically demonstrates that improve- 
ment of inland waterways falls into the sphere of internal improvements which 
benefit all segments of the economy. Perhaps another definition of a public 
or internal improvement would be one the cost of which by its very nature 
cannot be accurately assessed against those receiving the greatest benefit. 
For example—and this is true of all public endeavors—it could scarcely be con- 
tended that parents with children in school should pay the school board on 
the basis of the number of children such parents have enrolled in school. 
Should a homeowner whose water bill never reaches the minimum be required 
to pay up to the minimum merely to help other homeowners who use more 
than the minimum? Should a man whose house is nearly burned to the ground 
pay an extra sum to the fire department who saved it for him? Applying this 
test to the inland waterways, should the farmers, the pleasure-boat owners, 
the fishing-boat owners, and the water carriers (who admittedly use the water- 
way most extensively) be required to pay for its improvement merely because 
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their use is the most extensive when in fact every single person—without 
exception—derives a benefit from the increased production, expansion of the 
economy, and greater wealth and population growth that follows as a natural 
consequence of such improvement? Again, the answer is obvious. 

Take the Columbia River development as just one example. Due to the recent 
developments made on the Columbia River, this region has become the fastest 
growing section of the United States. The Columbia Basin irrigation project 
has been called the largest reclamation and irrigation project of all times. Ac- 
cording to Government estimates upon completion of the first 500,000-acre pro- 
gram, the population on this land itself has and will be increased as follows: 


FI cericpairetpente veined eanly inapeleaiingeetiiptind 40, 000 
SERIE ersinyosinectenjanpepessteatindsiegsanpmismemmbecnipaniainimlinnieiminmetag tl pnidies ddim eapeltelin titi 51, 000 
SE penne marenymnnenncitinhiamnaniomaictapaiaiebiiatatamincenliid 80, 000 


The value of crops produced in the reclamation project in 1952 was $500,000. 
By 1970, this is expected to increase to over $47 million. Expenditures by farmers 
in 1950 was $4 million; this should reach an estimated $34 million by 1970. The 
key to this development is irrigation, coupled with low-cost bulk transportation. 

Already, the navigation locks at Bonneville Dam are almost obsolete. In the 
1930's, the largest petroleum barge on the upper Columbia had a capacity of 
100,000 gallons and their size is restricted by the low sill at the Celilo locks. This 
restriction will be removed upon the completion of The Dalles Dam. 

The great increase in river tonnage in recent years can best be shown by com- 
parative figures moving on the upper Columbia River as follows: 


Years: Tons 

Oe ee 254, 211 
i a a a a ae aa 597, 674 
TE a a 836, 644 
Deel 860, 913 
Neen eee ae nee a cee 1, 883, 733 
i a ae ec i 2, 015, 494 
a a ih 2, 845, 302 
TI a aaa ict atacicth ces Wecinien semcaminicnscaps canada oeaietinnina te ententetcitancm racine dicate ie ice 8, 076, 282 


In a single year (1952) the following number of river craft passed under the 
Interstate Bridge between Portland and Vancouver, exclusive of recreational 
und fishing craft: 


II Us. nrcceciainasticiisciidlpannstiaicidiaammcitien dinihibcindaiailminaciie tite emai tye dbs 275 
I I sic citiacca tt etl icin iNest ke thts a Ce 5, 598 
TD ccicinccinasisdcipiinaain csianssieseankiaplaey ete anneeiadencnea aes aaaea enacts 7, 302 


I as isceansec caine th iinet danas a camila tite haan mceodiisse hitatilnindbiagiatibe 13, 175 


The 308 report of the Corps of Engineers, published in 1948, contains the pro- 
jected annual figures for waterborne commerce on the Columbia and its tribu- 
taries after the completion of the projects recommended. These figures break 
down as follows: 


River Ocean 


Vancouver to The Dalles_..-.--- Iecetbodivon Whitt whe acnbhauecsiiestostuienhihe 1, 900, 000 1, 100, 000 
The Dalics te MeNety Pool. ii. cn cn. nn ncacddssabenctssvnctssecicosens athe acl 2, 380, 900 1 500, 000 
Above McNary Pool...-.-...-.-----.- dietendninthaatepiucabunnainnannseiel 3, 600, 000 1 250, 000 
Sriake River to Lime Point, Idaho.....-.....---.--- sekaheectneateane eae eee alan 7 OU SEE tncennnauceet 
FINS CGI FOR . oo sce cdl ccc ccc di ccencsnctecctocs cecbucvcscavancceveocsse BUR, O00 thicscncdeass 


cert erent ei eigenstate tte itinerant hahaa phases italy 
1 Estimated on the basis of recent developments in through ocean barging. 


Note.—These figures are most conservative in the light of present-day experience. They will shortly be 
substantially revised upward by the Army engineers. 
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Watercraft tonnage statistics moving on the Columbia River in 1954—tonnages 
Tons 
Originating and moving on the river above The Dalles 777, 418 
Originating and moving on the river between Vancouver, Washington, 
and The Dalles 
Originating and moving on the river between mouth and Vancouver: 


Ocean commerce (intercoastal, coastwise) moving up the Columbia 
River as far as Portland 


Principal products in tonnages towed and moving by river barges: 
Rafted logs 
Petroleum 


Note—Does not include Government tonnages. 
On the Willamette River: 
Rafted logs 4, 108, 782 
Sand and gravel 2, 293, 745 
Miscellaneous 4, 011 


4, 408, 782 


Total waterborne commerce using both Willamette and 
Columbia Rivers during 1954 


A LARGE PORTION OF OUR ECONOMY IS IRREVOCABLY INTEGRATED ON THE BASIS OF 
WATER-COMPELLED RATES 


The imposition of user tolls on water carriers on our inland waters would 
completely disrupt the basic transportation rate structure throughout the country 
and create chaos in the many industries, communities, and regions which depend 
upon water transportation at known cost factors. 

Today, much of our transportation rate system is held in a most precarious 
balance by what traffic experts call water-compelled rates. 

A water-compelled rate is one which has been established by a competing form 
of transportation to meet the competition of water carriers. The inherent ability 
of water carriers to transport bulk commodities at a low unit cost is their only 
competitive weapon. When it can be used, where navigable waterways exist, 
the entire rate structure of that region and areas tributary thereto is patterned 
on the rates established by the water carriers. Communities are established 
in the region on the basis of the rate structure thus created, factories move in, 
goods are produced and shipped, the population grows and a relatively fixed 
economic pattern develops. Millions of dollars have been invested in industries 
located on the Columbia and Willamette Rivers for the main reason of taking 
advantage of river transportation. Their competitive position would be thrown 
completely out of line by the imposition of tolls. 

We all recognize the natural georgaphic advantages that certain areas of our 
country possess. Chicago, Ill., is one example with its 41 railroads, network of 
highways and its access to the Great Lakes. Portland, Oreg., is another, located 
as it is at the apex of the great funnel which is the Columbia River Valley and 
also served by the funnel of the Willamette Valley. It is interesting to note 
that as to commodities moving to and from Portland to the Inland Empire, Seattle 
is given the same rates by the rail lines. In other words, Seattle, with no Colum- 
bia River, enjoys all of its rate benefits. 

Any area, without exception, so favored as to possess access to inland water- 
ways, premises its fundamental economy on that fortunate circumstance. Any 
factor, no matter how small it may seem at the time, can completely destroy that 
economic balance. Far form being a “small” factor, user tolls on inland water- 
ways would throw the transportation rate structure into a compelte state of 
chaos. 

This area and the country would face the monumental task of adjusting those 
rates and schedules to the already established and immensely involved rate 
structures of the rail and motor carriers, with all their complexities of geo- 








2592 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


graphical divisions, points of service, commodity classes, long-and-short-haul 
stipulations, and what-not. Yet some such adjustment would have to be made, 
for if it weren't, the competitive situation between carriers would become a 
shambles; the waterways transportation industry would undergo a complete 
upheaval. 

In short, where the inland waterways have been improved, population growth, 
industry, and wealth have followed as the night follows the day, pouring into 
the entire region an increased flow of dollars, creating a more stable and ex- 
panding labor market, and benefiting each and every person who lives and works 
there. This is made possible in large measure by the encouragement and pro- 
motion of water transportation whose benefits, without exception, have been 
passed on to the shippers and residents. 


NATIONAL DEFENSE 


The time of this committee should not be diluted in a long and superfluous 
discussion of the absolute necessity of a strong and balanced water transporta- 
tion system to meet the needs of national defense. Events of World War II 
have demonstrated this necessity far better than any of us here could do. Rail- 
road car shortages, breakdowns, complete overloading, rationing of truck tires, 
gasoline, repair parts, etec—we are all familiar with them. And we are equally 
familiar with the outstanding role played by water carriers as well as all forms 
of transportation in helping keep our transportation system intact, operating, 
and doing the job. 

One single example (because it is so vivid in the minds of the people here in 
the Pacific Northwest) should be cited, and that is the yeoman job done by the 
water carriers here on the Columbia River in keeping the airfields and interior 
installations in the Inland Empire supplied with petroleum and gasoline when 
the railroads were unable to handle the traffic during the war. 

However, suffice it to say that the President’s Advisory Committee on Trans- 
port Policy and Organization has fully recognized the national defense need and 
speaks for us all in its comment (Report of April 18, 1955) : 

. . Public interest, however, attaches to a national policy which enables 
all segments of the carrier industry including air, water, highway, and 
pipeline industry to make their respective contributions. For example, in 
the case of extensive domestic damage, it might be necessary to place greater 
reliance on waterway facilities which are relatively more immune from 
destruction. 

Related to the foregoing considerations is the problem of developing and 
strengthening our coastal, intercoastal, and inland services by water. It 
is important to the national economy and to defense that these operations 
be both financially strong and prepared to meet their role in emergencies. 

Reading between the lines of even the most academic treatise on the subject 
and the various legislative proposals, leads to the conclusion, however, that it 
is not concern for the taxpayers’ money, but for removal of the element of un- 
equal competition inherent in the present system of inland waterway trans- 
portation that animates the advocates of tolls. Otherwise no distinction would 
be drawn between inland river carriers and users of the Great Lakes and 
coastal harbor improvements. The difference is that the service of river boat 
lines is within reach of competitive rate adjustments by the surface carriers, 
while the Lake carriers’ costs are inherently too low, and the coastal harbor 
channels are actually a necessary supplement to rail service. 

An additional consideration of user charges or tolls on inland waterways 
should and must therefore be approached on a basis that if such charges or 
tolls materially weakened the financial strength and preparedness of our water 
earriers the proposal is inherently destructive rather than constructive in the 
sense of our national economy. The goal should and must be to preserve the 
ability of the water carriers to perform their important and vital functions 
in wartime and not to heap insuperable burdens upon them under which they 
cannot survive. 

CONCLUSION 


Down through history, the development of the inland waterways system came 
under the broad heading of “internal improvements” and from time to time occu- 
pied the consideration of every national administration from the time of George 
Washington until today. The very term “internal improvements” demonstrates 
the niche that development of inland waterways occupied in the minds of our 
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population. An “internal improvement” means a public improvement which 
benefits such a broad segment of the whole body politic that it is neither practical 
nor fitting to attempt to place the cost on one segment, but to equitably spread 
it over the whole as it is now done. These improvements, public in nature, are 
exactly comparable to many of our other public endeavors such as the public 
educational system, public buildings, parks, and other public works. They are 
for the public good. 

The river carriers of the Columbia and Willamette Rivers, recognizing their 
responsibility to shippers and the public generally, urge that an unfavorable 
report be brought out against that portion of the Hoover Commission’s Report 
as well as other similar legislation relating to the establishment of user charges 
and tolls on our domestic waterways. 

Mr. Jones. Mr. Monroe Sweetland. 


You are a resident of Portland ? 


STATEMENT OF MONROE SWEETLAND, DEMOCRATIC NATIONAL 


COMMITTEEMAN FOR OREGON AND STATE SENATOR FROM 
CLACKAMAS COUNTY 


Mr. SweEetLanp. No, I am not a resident of Portland. I am a resi- 
dent of Clackamas County and I am here today as Democratic National 
Committeeman for Oregon and also State Senator from Clackamas 
County. 

I am addressing my remarks almost entirely to two points that have 
come up in the hear ings. I know you are surfeited with information 
at this point, but it did seem to me ‘there were two things that had not 
been gone over, and specific reference is made to them in what I am 
going ' to say. 

This morning the attorney for the private utilities, Mr. Smith, 
made the statement that the State represents the ratepayers and pro- 
tects them. In the remarks of Mr. Johnson of the Seattle Chamber a 
few minutes ago there were similar references to the superiority of 
local control over Federal control. The remark was also made this 
morning that there is less control by the people over public projects 
than there is in the regulation of private companies. That again by 
Mr. Smith. 

Throughout the Hoover Commission report, implicit all the way 
through are the proposals on power. The Hoover Commission report 
advocated the release of Federal control over power policy and advo- 

cated turning it over to State regulatory bodies and private utilities. 
Instead, I believe Uncle Sam should keep a firm hand on resale rates 
and the policy of federally produced power. 

I want to give a couple of examples today of the dangers of follow- 
ing the recommendations which I believe are shot through quite a 
number of the Hoover Commission report recommendations, that the 
final authority be turned over to the States or localities. I want to 
tell you about the highly profitable maneuver, as an example of the 
dangers in this, which occurred in Oregon, whereby three private 
utilities collected, illegally, as I believe, but nevertheless collected with 
legal sanctions of a sort, $4 million by a 20 percent surcharge on our 
regular power rates for almost the entire area of the lower Columbia 
River and the Willamette Valley, which are heavily populated sections 
of our State. 

This was done in 7 months of 1952 and 1953, during the acute low 
water of that year. It also demonstrates on what thin ice our whole 
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power structure operates When we had low water at the end of the 
year, the lowest we had had for many years, at least since the period 
in which we have been producing power, the power production at the 
big Columbia River dams fell off sharply. Stand-by steam pane 


owned by those private power companies ran at capacity, even t 
a brown-out was instituted. 

Many citizens and industries voluntarily cooperated in trying to 
reduce the use of power. Then without an public hearings or warn- 
ing the compliant State Public Utilities rh of Oregon ap- 
proved the imposition of a 20 percent surtax or surcharge on our 
regular bills. This was instituted effective November 1952 to con- 
tinue for an indefinite period. Actually there were 7 months involved. 

As the facts unfolded, the public outcry grew against this. Nothing 
in years has done so much to outrage public opinion in the Northwest 
against power trust policies. It was soon learned in the course of 
a legislative inquiry at Salem, when I was a member of the House 
and took an active part in this matter—we learned that 11 years earlier 
the able attorneys for the private company—some of the same men 
appearing here today—had rejected firm power contracts with resale 
rate protections that had been drafted by the Bonneville Power Ad- 
ministration. Instead of buying the higher-cost firm power the private 
companies, naming them specifically—Portland eel Electric, 
Pacific Power & Light, and the Mountain States Power Co., now a 
part of the Pacific Power & Light—bought great quantities of cheaper 
dump power and for 11 years this gamble paid off. The margin to 
the companies between firm and dump power costs was testified to in 
the hearings at Salem that followed. It amounted to approximately 
$11,600,000 over that period of years. But when the first low-water 
year, and a serious one, caught this venture short, they ran to the 
friendly Commission at Salem and got relief, without an opportunity 
for the public to remonstrate or present its position. 

These are the companies that could have readily met steam genera- 
tion costs out of the profits of their 11-year gamble, but their influence 
in our State body named by the present Secretary of Interior, Mr. 
McKay, gave them what they wanted. 

The second point I would like to underline is they do not come to 
you now with clean hands saying they will increase production. The 

acific Power & Light, the prime protagonist for the Hoover Com- 
mission report today, is one of the contributories to the national 
advertising campaign of the national organization of electric-light 
companies. I think you have all seen those full-page ads in the major 
periodicals indicating western development, and southern develop- 
ment, and making a point for regional prejudice against the West 
and the South. The heavily populated States of the East are told 
in these ads, why should they be paying somebody else’s electric-light 
bills, and why should a little baby that was born in the United States 
today have his future mortgaged by these great debts incurred for 
these power developments in our regions. 

It seems to me that they come with very poor grace today protest- 
ing how they are going to increase power production and meet this 
serious situation in the Northwest. One of these companies Is a con- 
tributor to and a participant in this whole advertising program di- 
rected toward discrediting the Federal power policy which has made 
our region as great as it is today. They have obstructed in other 
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ways those new power developments which could have obviated this 
crisis in the power shortage of 1952 and 1953. Even today they are 
obstructing the high-storage dam at Hells Canyon, which would 
help stabilize and reregulate the flow of the river and avoid a repeti- 
tion of 1952 and 1953. 

The surcharge case which I mentioned, which was for a year on 
everybody’s mind in Oregon, is now before the Supreme Court of 
Oregon, and argument on it is scheduled before many weeks, But 
the lessons of great importance to your committee, I believe, are that 
the Hoover Commission recommendation would relax the vigilance 
o the Federal Government over our own power produced at Federal 

ams. 

It seems to me it is folly to build great projects designed to help 
the perpte of this region and then operate them under policies which 
would deprive the people of the benefits and turn the advantage over 
to monopoly utilities. 

I hope that the committee will recommend against the Hoover 
Commission report, among other reasons because of these reasons 
which I have indicated here of the dangers implicit in letting go of 
the firm hand of the Federal Government on the power projects and 
policies. 

Mr. Jones. Thank you very much, Mr. Sweetland. Mr. Lipscomb? 

Mr. Lirscoms. Are you against all of the Hoover Commission 
recommendations ? 

Mr. Sweettanp. No, but I am—the total effect of the Hoover Com- 
mission recommendations with respect to our power policies in the 
Northwest would be bad. I found in several sections these specific 
recommendations or clauses which would have relaxed the vigilance 
which I think the Federal Government ought to maintain, specifically 
recommendations 10, 11, 14, and 15, and perhaps in others. 

Mr. Livscoms. Have you had a background in the legislature on 
water-resource work ? 

Mr. Sweettanp. Not only have I had some experience as a result 
of being a member of the legislature, but I have been interested in it 
for many years and have followed the developments closely in our 
State. I am Democratic National Committeeman of the Democratic 
Party in this State, which has become a winning and successful party 
largely on one great issue. That is the Federal program for the devel- 
opment of our Columbia River resources. I am therefore quite familiar 
as this thing unfolded through the years, with the general power 
program and policies of the Federal Government in the Northwest. 

Mr. Lrescoms. Are you completely satisfied with the national water 

olicy ? 

: ue Sweetianp. Of course I am. It is too complicated and too intri- 
cate a thing for anybody to say they are 100 percent satisfied, but it 
was moving in a generally favorable and desirable direction, but in 
January 1952, when, as the Senator pointed out to you today, we had 
the disaster which struck this region when men, even from this region, 
operating as a front for policies which certainly are not rooted in 
the welfare of this region, have reversed this favorable historical 
policy which helped develop it. : ; 

Mr. Liescoms. Senator Neuberger did not explain to me any change 
in the past 2 years and 11 months except that he brought up Hells 
Canyon and the opposition to power partnership. But he did not 
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explain to me any change that had come about or anything that would 
hurt it. 

Mr. Sweetianp. Mr. Lipscomb, there was a complete cessation of 
new starts until the last Senate really got moving and it did develop 
appropriations. 

Mr. Lrescoms. Let us be frank. Did not the war come in there? 
Did the previous administrations make any new starts? 

Mr. SwertianD. There had been recommenations and there had 
been authorizations previous to that, but the thing really stopped. 
Of course, this partnership proposal came on top of this, which we 
view as a serious setback because it would bring us higher-cost power, 
which would put the brakes on the industrial development of our 
region. 

It would seem to me that the whole attitude of the new administra- 
tion was shot through with hostility to the forward march of power 
developments in our region. 

Mr. ST vecdeen. If there had not been any new starts or new projects 
started in this area, what did the administration do to stop it? They 
are trying to get you power in this area. 

Mr. Sweetianp. No. 

Mr. Liescoms. What have they done to your appropriations ? 

Mr. SweetLanp. Of course, now things are better again in the sense 
that the Senate and House in the last session did move ahead. 

Mr. Lrescoms. I thought you said there was nothing done for the 
past 2 years? 

Mr. SweetLanp. I meant up to the time of this last Congress. This 
last Congress did make progress again. 

Mr. Lirscoms. What did the previous Congress do ? 

Mr. SweetLanp. I was referring to what the Senator told you this 
morning. 

Mr. Liescoms. I said he did not adequately explain it, at least to 
my satisfaction. 

Mr. Sweettanp. Probably if Senator Neuberger could not satisfy 
you, Mr. Lipscomb, I certainly could not. 

Mr. Liescoms. Do you believe that all developments should be Fed- 
eral developments on our rivers 4 

Mr. Sweertanp. I would identify myself generally again with 
what Senator Neuberger said, which is the position of many of us in 
the Northwest, namely, that there are those sites and those rivers 
which should be privately developed, but on the main stream on the 
Columbia and on the great rivers where multipurpose project dams 
should be located, those should be Federal in all of their major aspects. 

Mr. Liescoms. What private developments do you support ? 

Mr. Swret.anp. Senator Neuberger spoke this morning of the sup- 
port that he gave personally to those on the Lewis River in Washing- 
ton. I think many of us have decided that rivers—and I do not want 
to get into the details, but you asked specifically—in my own county 
the Clackamas River was long ago preempted by the private power 
company. I have supported in my county the appearance of new 
dams further developing the power potential of that river. But on 
the great rivers and mainstems, speaking now for myself, I would be 
opposed to any private developments on those great rivers. 

Mr. Lirscoms. Do you support any private development in the State 
of Oregon ? 
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Mr. Sweetianp. I spoke of that. On the Clackamas River, where 
the Portland General Electric has its own small generating plants— 
most of them. 

Mr. Lirscoms. Do you think Congress will ever be able to appro- 
priate enough money to do all of the Federal development in this area 
that you believe should be done? 

Mr. Sweetianp. As long as these projects are adding to the wealth 
of the Nation, and as long as they involve self-liquidation, certainly 
the Federal Government will analyze each project in the light of 
whether it looks like a good investment. But if they are there should 
be no limit. 

Mr. Lipscomb, may I say while the Northwest and certain sections 
of the South and West are at the moment benefiting from Federal 
Government development, as I said, actually throughout our history 
all sections together from time to time come in for a need for Federal 
development. This happens at the moment to be emphasized in the 
Northwest and the Southeast and Southwest, but in other periods of 
time it will be many other sections. 

So one of the reasons why the Federal Government must keep a firm 
hand on it is because only the Federal Government in the long history 
of the country can properly appraise whether in the national inter- 
est each of these projects, as it comes along located, of course, in a re- 
gion, is desirable from the point of view of the whole country. 

I think the philosophy, if you will permit me, Mr. Chairman, back 
of the thing, should be approached with that national best interest 
point of view. I think you so argue, or at least Californians so argue 
when they are looking for the development of their great resources. 

Mr. Liescoms. In California also we are interested in local develop- 
ment of our natural resources too—both State and city. 

Mr. Sweetianp. That is fine, and we certainly do it here. 

Mr. Lipscoms. And we are seeking ways in which we can get the 
job done with local aid, rather than going to the Federal Government, 
because the Federal Government, as has been pointed out here, is 
rather slow because of their lack of financing. 

Mr. Jones. Thank you very much, Mr. Sweetland. 

Mr. Sweettanp. Thank you very much. 

Mr. Jones. Mr. Henry Alderman. 

It is good to have you, Mr. Alderman. 


STATEMENT OF HENRY ALDERMAN ON BEHALF OF THE OREGON 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. AtperMAN. My name is Henry Alderman. I make my living 
in the publishing and radio broadcasting business. I am a native 
Oregonian. 

I edit the publication Northwest Ruralite, a monthly magazine of 
52,000 circulation in Oregon, Washington, Idaho, and western Mon- 
tana. This magazine is owned by the Oregon Rural Electric Coop- 
erative Association, with which organization I have a publishing 
contract. ys: 2 

The Oregon Rural Electric Cooperative Association comprises 1% 
rural electric cooperatives with a total consumer membership of 
slightly less than 35,000 member families and businesses. 
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This State association has no full-time paid employees. Officers of 
the association have instructed me to testify here today. 

With reference to the reports of the Hoover Commission, REA- 
financed cooperatives generally throughout the Nation have been more 
concerned with the findings of the Commission staff and members 
relative to Government lending agencies. However, in the Columbia 
River region the cooperatives are almost equally concerned with the 
findings of the Task Force on Water Resources and Power and the 15 
recommendations on this area of Federal activity contained in the 
Commission report. In this connection, I would like to submit for 
the record resolutions passed by the Oregon Rural Electric Coopera- 
tive Association at its annual convention in Gold Beach, Oreg., on 
June 21, 1955. These resolutions do not refer specifically to the 
recommendations of the Hoover Commission on water power. How- 
ever, virtually all of them have to do with phases of the water and 
power policy which make up the substance of the Commission findings. 

I have attached printed copies of these resolutions torn from the 
July issue of the Northwest Ruralite, in which they were published. 

I would like to introduce those in the record. 

Mr. Jones. Without objection, they will become a part of the record. 

(‘The document referred to is as follows :) 


[From Northwest Ruralite, July 1955] 


ReEso.tutTions As PAsSseD By Orecon, IDAHO, AND WASHINGTON RURAL ELECTRIC 
COOPERATIVE ASSOCIATIONS DuRING WEEK or JUNE 19-26, 1955 


IDAHO AND WASHINGTON 


Be it resolved, That the delegates of the rural electric cooperatives of Idaho, 
meeting concurrently with the Washington Rural Electric Cooperative Associa- 
tion, do hereby adopt the following statements of policy as our legislative 
program: 

1. We oppose the Dixon-Yates deal and we recommend instead that Congress 
authorize TVA to construct the Fulton steam plant near Memphis. 

2. We reaffirm our support of the Federal hydroelectric power program on a 
multiple purpose, comprehensive basis with power to be marketed at cost on a 
region-wide postage stamp basis and with preference to consumer-owned electric 
systems. Since the so-called power partnership policy is opposed to the postage 
stamp rate, the preference clause and comprehensive development and because 
the partnership policy results in higher cost power, we hereby go on record as 
being opposed to the so-called partnership policy. 

3. We endorse Federal construction of John Day Dam and we do not endorse 
the Coon bill which would de-authorize this project and turn it over to the private 
utilities. ‘ 

4. We reaffirm our support of the high Hell’s Canyon Dam and specifically we 
endorse S. 1333 and we hereby express our appreciation to Representative Gracie 
Pfost and the Representatives and Senators who introduced the Hell’s Canyon 
se We reaffirm our support of the Army’s 308 Review Report including the pro- 
posed Nez Perce Dam on the Snake River, and we are opposed to the Pleasant 
Valley Dam and the Mountain Sheep Dam which would be constructed in the 
Nez Perce Dam reservoir and thereby prevent construction of Nez Perce. 

6. We deplore the recommendation of the Hoover Commission to abolish the 
Rural Electrification Administration and turn its lending function over to a 
al corporation. : 
serie ronson the Administrator of the Bonneville Power Administration to 
provide opportunity for public hearings within the Pacific Northwest on any 
proposed wheeling rates and on the report of the Ford, Bacon and Davis study 

AW sale power rates. 
“— Weevaee Fetention of section 10f of the Federal Power Act and Wwe oppose 
§. 1574 which would require downstream Federal dams such as Bonneville Dam 
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to pay upstream storage charges to upstream private dams such as the proposed 
Bruces Eddy Dam. 

9. We deplore the exchange agreement between the Idaho Power Co. and 
the Bonneville Power Administration whereby BPA carries Idaho summer peak 
loads in August but handles the power on a dump energy basis. This is not a 
good business deal and should be abolished as soon as any further power con- 
tracts are considered involving the Idaho Power Co. Any such contract should 
protect the public interest by requiring the Idaho Power Co. to transfer Federal 
power to public agencies and cooperatives under terms similar to thuse offered 
cooperatives in western Montana; be it further 

Resolved, That copies of these resolutions be transmitted to the Speaker of 
the House of Representatives and the President of the United States Senate as 
our position to the Congress, and that copies also be sent to each member of 
the Pacific Northwest congressional delegation. 

These resolutions are respectfully submitted to warn the Congress of the in- 
creasing grievances in the Pacific Northwest occasioned by a deliberate policy of 
throttling the development of the hydroelectric power resources of the Pacific 
Northwest and of all other regions and river basins of the nation, including 
Alaska. 

We deplore a Federal Government policy which diverts vast sums of money 
to the development of water power in foreign countries while our own domestic 
economy, our productivity and our standard of living are stunted and hobbled. 
The “no new starts” policy is the opposite of economy. The failure to construct 
Federal multiple purpose dams will not save money but will prevent economie 
development which should be the growing tax base so that not only will the 
Federal investment be repaid but also new tax revenues will flow into our 
United States Treasury. 

The Congress must resolve in favor of the people and must deny the avaricious 
demands of the monopoly corporations. The Congress, we pray, will pursue a 
policy of an expanding economy based on an abundant supply of electricity. The 
Federal Government is our Government and we hereby renew our plea for con- 
tinuing the highly successful Federal investment program of river development 
as being in the best national interest. 


OREGON 


1. Whereas the Columbia Interstate Compact Commission on May 26, 1955, 
refused to remedy the numerous deficiencies in the 1954 compact draft and 
decided instead to sponsor a seven-State publicity drive to sell the 1954 draft: 
Now, therefore, be it 

Resolved, That we reaffirm our opposition to any interstate compact which 
proposes to allocate or control electric power. 

2. Whereas the evidence is overwhelming that the partnership plan of develop- 
ment of our rivers will result in turning them over to private power monopolies, 
to destruction of the people’s preference in access to the power from such rivers 
and to the loss of the concept of full development of the rivers for the benefit 
of the Northwest : Now, therefore, be it 

Resolved, That we recognize the partnership idea for what it is and condemn 
it as a scheme to turn over the rivers of the Northwest to private monopoly so 
that the people and the region cannot enjoy abundant and cheap power. 

3. Be it resolved That we urge retention of Section 10f of the Federal Power 
Act and that we oppose S. 1574 or any similar scheme for public subsidies to 
private electric corporations, 

4. Whereas Congressman Coon has again introduced a bill to deauthorize John 
Day Dam and turn the project over to private utilities for partnership develop- 
ment with about 40 percent of the financing to be provided by the Federal Govern- 
ment; and 

Whereas such partnership proposal will result in higher cost power, the loss 
of the preference clause, and the removal from the region to the FPC in Wash- 
ington of decisions on power allocation, and inestablishment of preference for 
private utilities: Now, therefore, be it ‘ 

Resolved, That we urge Federal development of John Day Dam, with retention 
of the preference clause, and that we do not endorse the Coon partnership bill. 

5h. Whereas several electric corporations propose to build the Pleasant Valley 
Dam and Mountain Sheep Dam which would develop only about 60 percent as 
much power as would be created by the Nez Perce Dam as recommended in the 
Army’s 308 review report : Now, therefore, be it 
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Resolved, That we endorse the ultimate development of the Nez Perce damsite 
by construction of the Army’s proopsed Nez Perce Dam and that we oppose 
construction of any conflicting dams in the Nez Perce Reservoir. 

a * Be it resolved, That we reaffirm our previous opposition to the Dixon-Yates 
eal. 

7. Be it resolved, That we go on record in support of the high dam at Hell’s 
Canyon, and notify Mrs, Edith Green, Wayne Morse, and Richard Neuberger, 
that we stand behind them in their fight to preserve and develop our rivers 
for the benefit of the people of the Northwest. 

8. Be it resolved, That we request the BPA Administrator to provide public 
notice and opportunity for thorough public hearings within the Pacific Northwest 
of the proposed rate schedules before such schedules are submitted by the 
Administrator. 

9. Whereas, BPA is considering entering into agreements with non-Federal 
agencies for wheeling electric energy on a common carrier basis: Now, therefore, 
be it 
Resolved, That we request the BPA Administrator to provide public notice, 
adequate time for study and opportunity for public hearings on the proposed 
wheeling rates and arrangements. 

10. Whereas (there has been) created the Harney Electric Cooperative (which 
has) applied for an REA loan and for a BPA transmission line; and 

Whereas the Surprise Valley Electric Cooperative has applied to the Bonne- 
ville Power Administration for a power supply in order to provide better electric 
service to some 400 consumers in the Lakeview, Oreg., area; and, 

Whereas the Bonneville Power Administration has not made a comprehensive 
load forecast and transmission requirement study for these areas in south central 
Oregon : Now, therefore, be it 

Resolved, That we request the Bonneville Administrator to make a study of 
power needs in south central Oregon, together with a determination of economic 
feasibility, and if feasible, to request transmission lines in the next budget 
request. 

11.-Whereas the Hoover Commission has issued a report on Federal lending 
agencies which recommends abolishing the Rural Electrification Administration 
and transfering its jurisdiction to a Federal corporation which would obtain its 
funds from private financial sources : Now, therefore, be it 

Resolved, That we deplore the recommendations of the Hoover Commission 
and that we urge Congress to reject these recommendations and urge that the 
lending agencies of the executive departments go on record against the report, 
particularly that the Deparment of Agriculture do so. 


Mr. Atperman. I have also been asked by Mr. Albert C. Ullman, 
president of the Hells Canyon Development Association of Baker, 
Oreg., to insert his statement. 

Mr. Jones. What is the name? 

Mr. Atperman. Albert C. Ullman. 

Mr. Jones. Without objection, the statement of Mr. Ullman will 
be made a part of the record immediately following the statement of 
the witness. 

Mr. Liescoms. Could we identify him? 

Mr. Jones. Will you identify Mr. Ullman, the author of the state- 
ment you just requested be made a part of the record? 

Mr. AtpermaNn. He is president of the Hells Canyon Development 
Association and his residence is Baker, Oreg. 

Mr. Jones. Without objection, it will be made a part of the record 
as the chairman indicated. 

Mr. AtperMAN. In my written testimony I comment briefly in behalf 
of the Rural Electric Cooperative Association of Oregon on each of 
the 15 recommendations of the Hoover Commission. T do not think 
it is necessary for me to read them. You have them and if you 
have any questions about them I will be glad to answer them. 

I would like to make 2 or 8 other points in addition to those which 
I jotted down this morning based on testimony to which I listened. 
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I listened with interest yesterday to General Foote, who I think 
said in his opinion that the Columbia River could be developed equally 
well with or without Federal or public ownership. He cited the 
operation of the Northwest power pool as proof of his assertion. 

I am sorry I do not have his exact words, but I must depend on 
my hearing and memory. 

Of course, he is a distinguished engineer and from a strictly engi- 
neering viewpoint I believe our people would agree with him, but I 
want to suggest that the Federal power program was not created just 
as an engineering business. It was created to do a social and economic 
job, which, to quote the Hoover Commission, is beyond the ability or 
the need of private enterprise. 

These objectives are achieved not by the operation of the power pool, 
but by financial and pricing policies—by the terms and conditions 
under which Federal power is sold. The Northwest power pool in 
the past has had very little to do with these things. 

Private development of these dams requires the imposition of a 
heavy investor profit and the assumption of financial costs within the 
prices at which the power would be sold. These factors, in our opin- 
ion, would prohibit the accomplishment of the great economic gains 
which this region is experiencing through the dev elopment of industry. 

This issue has been most clearly pointed up recently in the region 
by public debates on H. R. 5789, the Coon bill, relative to reauthoriza- 
tion of the project. 

I was interested also in the testimony yesterday of Mr. Fatland of 
Condon, Oreg., a little town which is served with power by the Pacific 
Power & Light Co., but many of the wheat farmers get their electricity 
from the Columbia Basin Electric Cooperative. 

Mr. Fatland suggested that he believed in a true yardstick between 
cooperatives and private power, and we agree with him in this. Un- 
less I misunderstood him, he went on to suggest that the rural electric 
cooperatives should pay heavier taxes and possibly ad valorem taxes 
on their businesses equal to those paid by private power companies. 

In this connection, the history of the cooperatives which serves Mr. 
Fatland’s neighbors is interesting. He has lived in the district and per- 
haps knows more about it than I do, since I depend on hearsay of the 
cooperative’s own members. They tell me a few years ago the power 
company which served the town refused them service. Finally they 
organized a cooperative, which the power company opposed, There 
was delay in getting their REA loan, and during that time the com- 
pany did something which up to that point it had refused to do. It 
built out of town 5 or 10 miles and persuaded some of those who would 
sign up with the co-op that a bird in the hand was a good thing. 

"The cooperative members who lived 10 miles or more “out were 
deprived of their close-to-town neighbors’ support, and this impaired 
the feasibility of their loan, and more delays were experienced. But 
finally they got into business with reduced membership and the rates 
were very high and the investment is $2,200 per customer. This must 
be paid off. The power company which serves the town and the more 
closely populated rural area close to own can do it with an investment 
of as low as $300 per customer. 

Mr. Fatland’s suggestion of the true yardstick would require heavy 
tax payments by this cooperative more nearly equivalent to what the 
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power company pays, and is being regarded with interest by coopera- 
tive members. They have figures that such a tax bill would add about 
$52,000 annually to the expenses of the cooperative. It would be 
added to the already high rates charged to fewer than 1,000 members. 

As I say, our cooperatives believe in yardsticks which are true yard- 
sticks. They suggest that a true yardstick would be the inclusion 
of a factor which would adjust the tax rate according to the investment 
per customer, or the amount of miles of line per customer. 

They suggest further that a true yardstick would allow for the tre- 
mendous writeoffs received recently by the Pacific Power & Light Co. 

We are told that these tax writeoffs more than equal the entire sum 
of money lent to the cooperatives by the REA since the inception of 
that agency more than 20 years ago. That is, the tax and the other 
concessions made to the private companies of the country equal the 
entire amount of money lent to the cooperatives since the inception 
of that agency. 

The cooperatives suggest further that a true yardstick between pub- 
lic and private power generally should include some allowance for the 
public service and utility responsibilities which have been accepted 
and assumed by public agencies, even when they are not profitable, and 
which have been refused by private companies. 

Finally, I was interested in a statement of the gentleman from 
Yakima yesterday. You recall, he spoke as being unalterably opposed 
to subsidies of any kind. I was interested in that because I come from 
Yakima. I lived there a number of years ago. It is truly a garden 
spot. Its citizens are prosperous and pay immense amounts of tax. 
But without 50 years of subsidy that valley would be largely a sage- 
brush waste. 

As a guess I would say there are three-quarters of a million acres 
of irrigated land in that valley. The money was loaned largely under 
reclamation law—almost interest free. The commercial business there 
was developed largely by the Northern Pacific Railroad, which received 
free every other section of land in a strip 6 miles wide along its right- 
of-way. It had a virtual monopoly of transportation there for years. 

I do not blame that gentleman for living there. 

That completes my testimony, unless you have some other questions. 

Mr. Jones. We are very glad to have had your statement. 

Are there any questions ? 

(No response. ) 

Mr. Jones. Without objection, the witness’ statement and that of 
Mr. Ullman will be made a part of the record at this point. 

(The documents referred to are as follows :) 


STATEMENT OF Henry ALDERMAN IN BEHALF OF THE OREGON RURAL ELECTRIC 
COOPERATIVE ASSOCIATION, PORTLAND, OREG. 


My name is Henry Alderman. I make my living in the publishing and radio 
broadcasting business. I am a native Oregonian. 

I edit the publication, Northwest Ruralite, a monthly magazine of 52,000 circu- 
lation in Oregon, Washington, Idaho, and western Montana. This magazine is 
owned by the Oregon Rural Electric Cooperative Association, with which organi- 
zation I havea publishing contract. 

The Oregon Rural Electric Cooperative Assuciation comprises 17 rural electric 
cooperatives with a total consumer membership of slightly less than 35,000 mem- 
ber families and businesses. 

This State association has no full time paid employees. Officers of the asso- 
ciation have instructed me to testify here today. 
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With reference to the reports of the Hoover Commission, REA-financed coop- 
eratives generally throughout the Nation have been more concerned with the 
findings of the Commission staff and members relative to Government lending 
agencies. However, in the Columbia River region the cooperatives are almost 
equally concerned with the findings of the task force on water and power and 
the 15 recommendations on this area of Federal activity contained in the com- 
mission reoprt. In this connection, I would like to submit for the record 
resolutions passed by the Oregon Rural Electric Cooperative Association at its 
annual convention in Gold Beach, Oreg., on June 21, 1955. These resolutions 
do not refer specifically to the recommendations of the Hoover Commission 
on water power; however, virtually all of them have to do with phases of the 
water and power policy which make up the substance of the Commission findings. 

I have attached printed copies of these resolutions torn from the July issue of 
the Northwest Ruralite in which they were published. 

I will not undertake to read them here but I will say that in general they op- 
pose the partnership proposals of the present administration and the piecemeal 
allocation of permits to the private monopoly power companies for the construc- 
tion of dams which do not meet the criteria of full and comprehensive use of the 
Columbia River water resource. 

With particular reference to the recommendations of the Hoover Commission 
on water and power I can offer the following brief comments: 

1. The association will certainly agree with most of the principles in the com- 
mission’s first recommendation which, it seems to us, actually only reaffirms poli- 
cies which in the past have been so successful in the Columbia Basin. We are 
somewhat hesitant about the principle designated by the letter “H” in the first ree- 
ommendation, which states that Federal Power agencies should pay all cash 
revenues to the treasury as miscellaneous receipts. We withhold our outright 
approva) of this provision pending further study as to its application. 

The principle designated by the letter “I’’ that the regulation of rates by the 
Federal Power Commission be adhered to, is a matter also on which we presently 
lack sufficient information to give unqualified approval. 

2. We take no position on the Commission’s second resolution. A water re- 
sources board may or may not be a good thing, depending on how it is set up. 
We are inclined to believe that, generally speaking, it is a pity to upset long-es- 
tablished Federal procedures and responsibilities by the creation of new agencies, 
particularly when the work of these agencies may directly affect great numbers 
of persons, for the reason that it takes a long time for the public generally to ad- 
just itself to the new channels and new methods. 

3. Recommendation No. 3, relative to the strengthening of the Bureau of the 
Budget for the evaluation of the merits of water and power development proj- 
ects, we believe, is probably a good idea. Recent events have indicated that the 
Budvet Bureau could stand strengthening in such matters. 

While we recognize that the Hoover Commission appears to recommend 
against further construction of Government steam plants, we suspect that it 
may be a somewhat unrealistic premise and we would urge in strengthening the 
Budget Bureau's staff for the review of water projects that the function be 
enlarged to include other forms of energy production. 

4. We have no objection to the Commission’s recommendation No. 4, although 
we suspect that we believe more insistently in the principle of acreage limita- 
tion than does the Hoover Commission. 

5. We take no stand on the Commission’s recommendation No. 5, relative to 
the abolishment of revolving funds. 

6. In connection with the Commission’s recommendation No. 6, all we can say 
is that we favor whatever method will speed up the flood-control program. 

Since flood control falls into two parts—the construction of upstream storage 
and runoff checks; and a construction of dikes downstream, we believe that 
there should be close coordination somewhere between the agencies in charge 
of these different prograins. 

We are inclined to believe that much of the upstream construction for flood 
control will be so small in scale and will affect so directly many agricultural areas 
that it is probably desirable that it be left in the hands of agencies which are 
thoroughly familiar with agricultural problems and processes. 

7. On the basis of our present knowledge we are inclined to object to the 
Commission’s recommendation No. 7—that all projects declared obsolete by the 
Chief of Engineers should be removed from congressional authorization. We 
have noticed that opinions differ often as to what is and what is not obsolete. 
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We are sure that even without the enforcement of this recommendation, the 
Chief of Engineers will be able to continue making recommendations to the Con- 
gress relative to obsolescence. We are inclined to believe that each Congress- 
man, fortified by the technical advice of the Corps of Engineers, is better able 
to determine what is best for his own district than are specialists far removed 
from the local scene. 

8. With reference to the Commission’s recommendation No. 8, we can go so 
far as to say that the time may come when user charges on our inland waterways 
will be desirable. We don’t believe that time is near. Competitive forms of 
transportation have had the full benefit of tremendous subsidies. We don’t 
believe that this has been equalized insofar as our waterways are concerned ; 
and until it is, we want the water carriers to have the incentives for develop- 
ment which freedom from tolls gives them. 

9. We object to the Commission’s recommendation No. 9, relative to the fixing 
of power rates to “eliminate the inequities now imposed on the great majority 
of the people.” It seems to us that the position of this recommendation, which 
urges that the Federal power projects pay Federal taxes, verges on the pre- 
posterous. The Federal tax is mainly an income tax on profits. The whole con- 
ception of Federal development, it seems to us, is not based on dollar profits at 
all, but on wide public benefits having to do with our economic and military 
security. Such surpluses as there are under present law go in their entirety to 
the Federal Government. It seems to us the Hoover Commission is being incon- 
sistent. Its first recommendation admits and endorses the need for Federal 
projects. This recommendation No. 9, by its terms, seems to deny most of the 
basic reasons for Federal projects. 

It seems to us that if the Commission believes the Federal projects are to 
be operated exactly like a private power company for the purpose of making 
a profit and paying taxes on profit and at comparable rates and in accordance 
with the power companies’ criteria—then the Commission is inconsistent with its 
first recommendation that there is any need for public development. It should 
stand on either one position or the other. 

10. We oppose the Commission’s recommendation No. 10 (no steam plants) 
as being unduly restrictive. We say to let the Congress decide on these projects 
as they come up. 

11. We don’t understand the Commission’s recommendation No. 11 which 
says that private utilities be permitted to purchase a fair share of Federal power 
because this seems to imply that in the past they have not been permitted a 
fair share. 

However, we certainly have no objection to the principle. We would like to 
point out as good humoredly as we can that there seems to be a good deal of 
difference of opinion sometimes as to what constitutes a “fair share.” Under the 
terms of the recent bill for the authorization of the John Day Dam, for example, 
a “fair share” would appear to mean “all.” 

We agree to some extent with the witness of the Portland General Electric 
Co. in that company’s opposition to the second part of the recommendation 
No. 11 (transmission). 

12. We have no objection to recommendation No. 12 with reference to the 
Corporation Control Act, in the broad terms with which it has. been stated. We 
reserve judgment on any specific proposal which may be offered to implement it. 

13. We believe that recommendation No. 13, whereby the river-development 
agencies will be permitted to find their own financing, without resort to the 
appropriations process, is on the right track. We oppose the proviso that this 
be done without subordinating the present Federal interest. 

14. We think also that recommendation No. 14, requiring representation by 
States, is on the right track but we would reserve judgment on any specific 
proposal for implementing that recommendation. 

15. We oppose recommendation No. 15 (a) as being impractical. 

We oppose recommendation No. 15 (b) for its exclusion of industry as direct 
purchasers of power from Federal projects. 


STATEMENT OF ALBERT C. ULLMAN, PRESIDENT, HELLS CANYON DEVELOPMENT 
ASSOCIATION, BAKER, OREG. 


The Hells Canyon Development Association is an organization dedicated to 
the full and complete development of the Snake River in the public interest. 
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This organization is vitally concerned with the alarming developments in cer- 
tain governmental agencies and governmental recommendations, which, if al- 
lowed to continue, will completely destroy our western resource program. 

The Hells Canyon Development Association is totally opposed to the Hoover 
Commission recommendations on power and resources. The Commission in its 
eonduct of hearings and in its final recommendations is so completely biased 
against the public-power yardstick and so completely under the influence of the 
private-power monopolies that its findings constitute a dangerous threat to long- 
established American institutions. 

If put into effect in the Pacific Northwest, the Commission recommendations 
would completely liquidate the whole Bonneville program of full development 
and cheap power. 

It would put the public agencies out of business and throw the region again 
to the mercy of a huge private-utility monopoly. 

It would take public interest and public benefits out of the river-development 
program and would in effect consign our tremendous Columbia and Snake River 
potential to private monopoly. 

It would eliminate our industrial future by taking away our cheap power, the 
only source of attraction for new basic industry to the region. 

It would put our region forever under bondage to Wall Street and the eastern 
banking houses, subject to exorbitant interest rates, and bound by a capital- 
return system that would guarantee a perpetual debt structure on its resources. 

Six- to eight-mill minimum power rates would replace 2-mill rates. 

Financial assistance from power revenues for reclamation and irrigation 
development would be a thing of the past. 

Multipurpose river benefits would become a farce under so-called partnership 
schemes under terms dictated by the power lobby. 

If the Hoover Commission recommendations on power and resources are placed 
in effect, they will turn the clock back 50 years in resource development. 

By eliminating the Federal yardstick and the public alternative of develop- 
ment, they would place the power monopoly of America in the all-powerful posi- 
tion of dictating every river-development decision and, by its complete control 
Over power supply, dictating power availability and power costs throughout 
America. Its complete control over electrical energy would give it virtual life- 
and-death control over the economy of the country. 

Were unscrupulous men seeking dictatorship in America, how better to begin? 

These Hoover Commission recommendations offer the most sinister threat to 
the economic and political freedom of this area that we have seen. No stone 
can be left unturned to defeat the legislation sponsoring these vicious and 
dangerous recommendations. 

The Hells Canyon Development Association would also like to make some 
observations and recommendations on a matter not directly related to the Hoover 
Commission report, but of very direct significance to private-utility ambitions as 
embodied in that report. 

Those ambitions could not be carried out without first capturing the Federal 
Power Commission. We charge that this has already been done. 

That Commission is made up today of persons without exception favorable to 
the private-power interests. 

The Federal Power Commission staff has also come under the domination of 
private-power influence and has ceased to function as an independent and respon- 
sible authority for enforcement of Federal power and river development law. 

The whole concept of the Federal Power Act was to set up machinery for the 
fair and unbiased enforcement of Federal power and river development law. 
This cannot be done by persons biased in favor of or committed to the private- 
utility combine. 

In the Federal Power Commission decision on the Hells Canyon case, the 
Commission order completely ignores and denies the examiner’s finding of fact, 
arrived at after the most extensive hearings ever held before any Commission 
examiner. 

By denying the finding of fact without any refuting evidence, the Commission 
has violated its duties and responsibilities to the Congress of the United States. 
By circumventing and evading the provisions in the law providing for the full 
and comprehensive utilization in the public interest of our river systems, the 
Commission has proved its subservience to the private utilities. 

The conspiracy between the Commission and the utility monopolies has gone 
to the point where it has become a threat to State water laws and local rights. 
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At both Hells Canyon and Pelton, the private utilities are using the Federal 
Power Commission decision to bypass State authority. Their action constitutes 
the most serious and far-reaching threat to State and local water rights yet to 
face the people of this region. 

These monopoly corporations, in control of the Federal Power Commission, 
can, cloaked with Federal authority, move in on our streams and rivers, and 
ruthlessly set aside State and local water laws. 

In our opinion, a captured Federal Power Commission such as we have today 
is a threat to American law and freedom, and in direct violation of the whole 
principle of the Federal Power Act. 

Mr. Jones. Mr. Lars Nelson, master of the Washington State 
Grange. 


STATEMENT OF A. LARS NELSON, MASTER, WASHINGTON STATE 
GRANGE 


Mr. Netson. Chairman Jones and members of the subcommittee, I 
appreciate the opportunity to appear before your committee and to 
offer testimony relative to the problems of water-resource develop- 
ment and the actions resulting from the Hoover Commission task force 
hearing in Portland, Ore., before which we appeared on June 28, 1954. 

In order that I may not use the time of the committee, I would like 
to include the following exhibits in connection with the testimony here. 

First I would like to include the written testimony offered at that 
time as exhibit A. 

Mr. Jones. Was that the document that was submitted to the Hoover 
Commission task force ? 

Mr. Netson. That is right. 

Mr. Jones. It will be noted by reference, since the chairman has 
ruled that all statements submitted to the Hoover Commission task 
force are a part of a public document and therefore it will not be 
necessary to have them reproduced in our record. So as I said, ref- 
erence will be noted to the fact that that is offered. 

Mr. Netson. I should like also to include as exhibit B our testimony 
in Pasco, Wash., on April 5, 1955, before the Senate Subcommittee on 
Irrigation and Reclamation of the Interior and Insular Affairs Com- 
mittee of the Senate. 

Mr. Jones. That will be also noted by reference. 

Mr. Netson. Again, as exhibit C, I should like to include that por- 
tion of the master’s address at the June 13-17, 1955, meeting of the 
Washington State Grange, which appears on page 24, entitled “Port- 
land Hoover Task Force Hearing.” That has not been presented to 
any other committee. 

Mr. Jones. Do you havea copy of it? 

Mr. Netson. The copy is there and it is for your reference. 

Mr. Jones. The address of A. Lars Nelson presented at the 66th an- 
nual session of the Washington State Grange at Aberdeen, Wash., to 
be found on page 24, under the title “Portland Hoover Task Force 
Hearing,” will be made a part of the record. 

(The document referred to is as follows :) 


PORTLAND Hoover TASK ForcE HEARING 


This was one of the most unusual and undemocratic meetings I have ever 
attended in an official capacity. Our testimony had to be in several weeks ahead 
so that the Committee could study it. Witnesses had to stand in center of an arc 
with some 20 handpicked opponents of Northwest complete resource develop- 
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ment shooting all types of questions. Some we parried, some we answered off 
the cuff, taking the questioners by surprise. The admiral in charge tried to put 
as much adverse testimony as he could alongside our points to refute or offset 
them. The Committee was made up of governors, judges, generals and admirals 
and an engineer or two, also a few local politicians. There wasn’t a layman or 
a competent power resource man among the group. 

Their whole purpose seemed to be to convince us that there would be no more 
Federal development, that it was wasteful and that we in the Northwest did not 
know what we wanied or what was good for us. It is the first time that I have 
seen a governmental committee try to put a third or more of their own testi- 
mony in the record when the time should have been given to persons in the region. 
Any more task-force hearings of this nature are a travesty and should not be 
permitted at public expense. 


Mr. Netson. This was adopted by our delegate body at that time 
consisting of 700, and it is our official position. Rather than to go into 


.a further analysis which would bring about duplication, I should like 


to confine the remainder of my remarks to some of the items in the 
report itself. 
also have a telegram here which we sent to the Federal Power 
Commission which has not been presented to any committee of the 
Congress, and which I should also like to have included as Exhibit D. 
Mr. Jones. Without objection, the telegram will be received. 
(The telegram referred to is as follows :) 


ExuHreit D 
NOVEMBER, 13, 1955. 
FEDERAL POWER COMMISSION, 
Washington, D. C.: 


Urge full study and complete hearings in Northwest on Snake River Projects 
of Mountain Sheep and Pleasant Valley. We oppose construction of these two 
low dams which would mean the loss of % million kilowatts of prime low-cost 
power as well as 4% million acre-feet of storage. We strongly urge that com- 
prehensive development be authorized under the 308 plan for the best economic 
use of this resource for the people of the region and our entire nation. 


WASHINGTON STATE GRANGE, 
A. Lars NELSON, 
Master. 

Mr. Netson. There is one thing I cannot overlook before I go to 
that phase, and that is the apparent fact that the task force 

Mr. Jones. Mr. Nelson. I am going to have to suspend for a few 
minutes. Our reporter has been going steadily for a number of hours 
and I believe we will have to take a short recess at this time. 

(Whereupon a recess was had.) 

Mr. Jones. Mr. Nelson, you may proceed. 

Mr. Nexson. Rather than go into a further analysis of the hear- 
ing itself, I should like to confine the remainder of my remarks to 
some of the items in the report itself that I wish to summarize. 

One thing I cannot overlook before I go into that phase is the ap- 
parent fact that the task force discriminated against all witnesses by 
giving 45 minutes of our time to a California representative of an 
agricultural organization opposed to most of our testimony, as the 
first or leadoff witness. The time permitted the Northwest was cut 
short because of this person’s testimony. 

Referring to the report of the Hoover task force itself and the rec- 
ommendations on water resources and power, it appears initially that 
there is too much leeway afforded to withdraw and keep out Gov- 
ernment development when it is declared that the Federal Government 
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should assume responsibility only when the size, complexity, or po- 
tential multipurpose or benefits being obtained from a project under 
consideration are beyond the means or needs of local or private enter- 
prise. I should like to observe, first, that this criterion fails to con- 
sider the matter of maximum use as against minimum development, 
and the use of potential sites according to the basic regional planning. 

Secondly, it fails to give consider ation to the desir ability of the 
Federal low-cost power as a major item of regional comprehensive 
water-resource development, providing a favorable industrial poten- 
tial and job opportunity, as well as the consequent use of agricultural 
products. 

Third, it excludes the beneficial subsidization of reclamation or irri- 
gation development from revenues derived from the sale of power 
over and above the capital amortization with interest. 

Fourth, the apparent failure on the part of the Hoover Commis- 
sion task force to exhibit open minds or sufficient vision to determine 
how inadequate a private monopoly has been and will be as to our 
Northwest area problems or the vast potentials of multipurpose activi- 
ties for the full development of our vast water resources in the 
Columbia River Basin system, is overlooked by the report. As evi- 
dence, we have the plans approved by the favorable Federal Power 
Commission giveaway of Hells Canyon MUPPET pose site to Idaho 
Power Co. 

A further indication of the direction is shown by the two-dam 
minimum proposal of a private-power combine, and I refer to Pleasant 
Valley and Mountain Sheep, by including the development of Nez 
Perce, creating a loss of 500,000 kilowatts of prime power plus 414 
million acre-feet of storage. It would appear the acceptance of all of 
the task-force recommendations is designed to virtually seal off all of 
the municipals and cooperatives by delegating principally to private 
monopolies the task of partial development of sites under the guidance 
of an apparently private-power-biased Federal Power Commission. 

An example of this same bias was a recent announcement of Ex- 
aminer Costello’s report almost in its entirety making findings con- 
trary to the facts, and favorable to licensing the Idaho Power Co.’s 
construction of Brownlee, Oxbow, and Little Hells ¢ ‘anyon. 

Now in going through the rest of the report I find that there are 
recommendations for some of the things we are doing now and recom- 
mendations for some of the things that can be done by agencies which 
we now have. There is a serious question in our minds regarding the 
regulation of the Federal Power Commission of rates for the sale of 
electricity by all Federal agencies. Our uncertainty in the matter 
and our query rests, of course, on our experience with ‘the State power 
commissions which we have seen, and their actions in the several States. 
We are opposed to changing and modernizing the reclamation and 
irrigation programs to increase acreage limitations and increase the 
acreage in the various reclamation projects to meet local conditions. 

We are concerned about the abolition of revolving funds. We are 
fearful if that were to be effected that routine functions could largely 
become political and would be determined by whatever group was in 
power. 

As to the matter of eliminating duplication and the transfer of 
the construction of headwater dams in the flood control program from 
the soil conservation to the Corps of Engineers, this will have to be 
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examined very closely before such an action should take place. There 
may be some cases when the dams are large where the engineers can 
take over, but in the main it is a program that should remain a small 
watershed program at least with the Soil Conservation Service and 
the Soil Conservation Districts of the various States. 

We oppose one item where Congress should authorize a user charge 
to cover maintenance and operation of inland waterways except for 
smaller pleasure craft, with rates to be fixed by the Interstate Com- 
merce Commission. This looks to us like a move to give the railroads 
an advantage over our inland waterway operations, which would be 
very detrimental to the people who would be using them, and to those 
that would be served by such boats and by such transportation. 

Under recommendation 9, where it says : 

That the Congress empower and direct the Federal Power Commission to fix 
the rates on Government power sales at such levels as will— 

(a) Eliminate the inequalities now imposed upon the great majority of the 
people ; 

(b) Amortize and pay interest on the Federal investment in power, plus an 
amount which will equal Federal tax exemption based upon the Federal taxes 
paid by the private utilities ; and 

(c) Provide payments in lieu of full taxes to the State and local government 

equivalent to those the private utilities would pay. 
This looks to me like it would be the elimination of all public power 
advantages that we now enjoy, including the preference. Maybe we 
will need some fast tax writeoffs in this particular regard to help the 
Federal dams. 

There are quite a few other things I could mention here, but I think 
perhaps that the report in the Spokane Review the other morning of 
December 4, 1955, brought out the fact that the Hoover report was 
being sabotaged by the “results of these hearings. Gentlemen, I am 
opposed to that kind of a statement because I do not think a congres- 
sional hearing ever sabotaged any worthwhile movement. ‘ertainly, 
if there is any sabotage in the whole picture it was the efforts of the 
Hoover Commission t: ask force to sabotage the forward movement of 
the development of the resources of the Pacific Northwest. 

It has been a pleasure to have this opportunity to appear before you 
and to suggest to you some of the things which we are thinking about 
in the State of W ashington and in the Northwest. 

Mr. Jones. Thank you very much, Mr. Nelson. 

Are there any questions ? 

(No response. ) 

(Mr. Nelson’s prepared statement follows :) 


STATEMENT OF A. LARS NELSON, MASTER, WASHINGTON STATE GRANGE 


Mr. Chairman, members of the committee, I appreciate the opportunity to 
appear before your committee, and to offer testimony relative to the position of 
the Washington State Grange on water resource problems and development, and 
our opinion on the actions and results of the Hoover task force in its hearing at 
Portland, Oreg., before which we appeared on June 28, 1954. In order that I 
may not use the time of your committee too long, and that you may have it for 
your later use, I would like to include my written testimony from that hearing 
as exhibit A. I should also like to include as exhibit B our testimony at Pasco, 
Wash., before the Senate Subcommittee on Interior and Insular Affairs on Irri- 
gation and Reclamation, April 5, 1955, on Senate bill 1333. As exhibit C I 
should like to include that portion of the masters address, given at Aberdeen, 
Wash., June 13, 1955, before the delegates of the Washington State Grange, 
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entitled “Portland Hoover Task Force Hearing” (p. 24). This was adopted by 
our delegate body of 700 at that time and is our official position. As exhibit D 
I shall submit our telegram to Federal Power Commission on Mt. Sheep and 
Pleasant Valley projects. 

Rather than go into a further analysis of the hearing itself, I should like to 
confine the remainder of my remarks to some of the items in the report as sum- 
marized. There is one thing I cannot overlook, and that is the apparent fact 
that the task force discriminated against all witnesses at their hearing by giving 
45 minutes of Northwest time to a California Farm Bureau witness who was 
opposed to most of our testimony, as the first or lead-off witness. Time for many 
Northwest witnesses was cut down because of this person’s lengthy testimony. 


WATER RESOURCE POLICY STATEMENT 


Initially, it appears there is too much leeway afforded to withdraw and keep 
out Government development when it is declared that the Federal Government 
should assume responsibility only when size complexity or potential multi- 
purposes or benefits put a project under consideration, beyond the means or needs 
of local or private enterprise. 

This criteria fails to consider the matter of maximum use as against minimum 
development and use of potential sites according to basic regional plannig. 

It fails to give consideration and sufficient weight to the desirability of Federal 
low-cost power as a major item in regional comprehensive water resource de- 
velopment, providing favorable industrial attraction and job opportunity as well 
as consequent increased consumption and utilization of agricultural production. 

It excludes the beneficial subsidization of reclamation or irrigation develop- 
ment from revenues derived from the sale of power over and above capital 
amortization with interest. 

This further underscores the apparent failure on the part of the Hoover task 
force to exhibit open minds or sufficient vision to determine how inadequate 
private monopoly has been and—present trends indicate—will be as to our North- 
west overall area problems, or to the vast potentials of multipurpose use for full 
development of our vast water resources in the Columbia Basin system. As 
evidence we have the waste plans approved by a favorable FPC giveaway of 
Hells Canyon multipurpose site to Idaho Power Co. A further indication of 
direction is shown by a 2-dam minimum proposal of a private power combine of 
Pleasant Valley and Mt. Sheep by precluding the development of Nez Perce, 
creating a loss of some 500,000 kilowatts of prime power plus some 4% million 
acre-feet of storage. 

It would appear that the acceptance of this portion of the task force recom- 
mendations was designed so as to virtually seal off sources of Federal generation 
for municipals and cooperatives, by delegating principally to private monopolies 
the task of partial development of sites as the companies desire under a partial 
and an apparently private power stocked Federal Power Commission. An ex- 
ample of this seeming bias was the recent ignoring of the Examiner Costello’s 
report almost in its entirety, in making a finding contrary to the facts and 
favorable to licensing Idaho Power’s construction of Brownlee, Oxbow, and Little 
Hells Canyon. 

Making one agency responsible for all hydrological data—its collection and 
review or evaluation—while commendable for rivers and harbors, does not 
seem practicable for watershed and conservation programs administered properly 
by other agencies and local groups. We respect highly the fine work of Army 
engineers where they have been responsible for water resource planning. 

The proposal to pay revenues in as miscellaneous receipts has a tendency to 
conceal points of origin. We feel that this should be definitely credited to the 
use of and the agency of origin. 

Annual appropriations sound fine and are good in budgetary control, but defi- 
nitely may put political control and pressure on operations and personnel. 

We regret the curtailment of many of the regional advisory functions of the 
BPA, their omission or delegation to local agencies lacking in experience and 
inadequately financed and staffed. 

We believe that Congress now has full power and does fully consider substan- 
tial evidence in determining economic justification and financial feasibility of a 
project as well as whether or not it is in the national interest. 

With the present composition of the FPC and its policies and administration 
of its functions, we would question not only the feasibility but the fairness and 
desirability of having the FPC regulate rules for sale of electricity by all Federal 
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agencies. We favor regional responsibility as authorized by Congress, under ap- 
propriate departments. 

We oppose “strengthen the Bureau of Budget’s professional staff to enable it 
to perform fully the functions of evaluating werits of water development projects 
presented for appropriations.” This would give the President and Bureau of 
Budget almost life and death power over projects through their recommenda- 
tions, and would appear to subordinate the role of Congress. 

We oppose “amending present acreage limitations to meet local conditions.” 
We oppose any added impetus to creation of larger holdings through fostering of 
corporate farming. 

We oppose abolition of revolving funds. It would make purely routine func- 
tions political in nature. 

We oppose “transfer of construction of headwater dams in the flood control 
program from Soil Conservation service to Army engineers.” The size of a dam 
should be the controlling factor as to which agency may perform the function. 
The SCS should be able to call in engineers if desirable. 

We unalterably oppose the authorization by Congress of a user charge to 
cover maintenance and operation of inland waterways. Investments in inland 
waterways and their maintenance have returned the general public about a 
“10 to 1” advantage. We see no reason for putting necessary barge transporta- 
tion at the mercy of subsidized railroads and trucks and/or putting them out 
of business entirely. We think it in the national interest to improve our water- 
ways and maintain them in the public interest without a user charge because of 
overall benefits. 

Fixing of power rates by FPC as recommended would eliminate the public 
power rate yardstick which now effectively controls private power monopolies, 
and thereby gives them an unfair advantage. Such action is not necessary to 
eliminate so-called inequities imposed upon a majority of the people. This isa 
biased and erroneous conclusion arrived at to mislead and confuse our people 
without substantiation. 

The Federal Government is being fully repaid on its loans for regional develop- 
ment by both principal and interest payments from returns on power sales 
to users. Why deliberately destroy a region’s ability to attract new industry, 
create job opportunities and increased consumption of agricultural products by 
adding arbitrary charges to power rates? 

We are not opposed to private utilities receiving a fair share of generation after 
needs of cooperative and public agencies are met, but the right of a small agency 
to a power supply should be protected against private monopoly. We have a 
feeling that private power would like to get control of all power supply at the 
bus bar and then make the co-ops and public agencies pay exorbitant rates. 

We are opposed to discontinuance of Federal building of transmission lines 
to serve preference customers tied in with grid systems for wheeling purposes 
to both private and public users. To wreck Federal distribution and operations 
would put some 62 cooperatives and our municipals at the mercy of private 
power monopolies. A very specious and slanted argument is the one the 
Hoover task force stressed when they held it was most important to reduce or 
minimize Federal competition with private enterprise in future development 
of Government power—when even now generation of power is 85 percent pri- 
vately owned as over and against a pitiful 15 percent publicly owned. 

We are opposed to the task force recommendations for incorporating various 
agencies such as Columbia Basin, Hoover, Park, Davis Dams, Central Valley, 
Calif., the Southwestern Power Administration, Missouri River Basin project 
and Southeastern Power Administration, and making them subject to the Gov- 
ernment Corporations Control Act. In the main, we oppose the requirement for 
TVA and similar developments to get capital under congressional sanction by 
issuing their own securities without subordinating the present Federal invest- 
ment. 

We oppose the blanket authorization to give private monopoly enterprises the 
exclusive right to provide all capital for the electrical component of multipurpose 
dams and dispose of power through their own systems with pious words— 
Seemingly innocuous—indicating that they were being subject to regulation 
of rates by Federal and State authorities—“Management of the dams would 
remain with the Federal Government.” If they can manage, they can build and 
distribute in the public interest. 

The final blow to emasculating and eliminating the benefits of public power 
is couched in the final proposal. Its acceptance would do away with the prefer- 


2612 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


ence clause and give private monopoly a strangle hold on publicly generated 
power. This is it: “If private capital is not available, the power should be 
offered for sale prior to construction, first to private utilities, second to the 
States, third to the municipalities, and fourth to cooperatives on terms that 
protect the Federal interest.” This last certainly removes all doubt as to the 
intent and private monopoly bias of the Hoover task force. It is hoped we 
shall have no more such task force operations or such biased reports. 

Further, we believe that a fair and impartial hearing as conducted by this 
committee or any other committee of the Congress is proper and does not con- 
stitute a sabotage of the Hoover task force report. The airing it has received 
here and elsewhere can only serve the common good. 

It has been a pleasure to have the opportunity to present our views to your 
committee. Thank you. 


Mr. Jones. Mr. Gus Norwood. 


STATEMENT OF GUS NORWOOD, EXECUTIVE SECRETARY, NORTH- 
WEST PUBLIC POWER ASSOCIATION, VANCOUVER, WASH. 


Mr. Norwoop. Mr. Chairman and members of the committee. I 
very much appreciate the opportunity to be permitted to testify before 
you on behalf of the Northwest Public Power Association, of which 
1 am the executive secretary. 

This group comprises 101 consumer-owned electric systems in 
Alaska, Montana, Idaho, Washington, and Oregon. 

These electric systems consist of electric cooperatives, public utility 
districts, peoples utility districts, power and irrigation districts, and 
municipal electric systems. These systems operate facilities worth 
about three-quarters of a billion dollars and serve about 2 million 
people, or 39 percent of the population. 

Our oldest system is McMinnville, Oreg., which started in 1889, 
and Ellensburg, which started in 1891, and Tacoma, in 1893. 

We developed in this region the cooperative pattern in the Minidoka 
Irrigation District around Tacoma, Wash.,in World War I. That was 
copied in other parts of the country in the REA movement. 

This region also pioneered in the concept of the public utility dis- 
trict with 26 districts in Washington and Oregon, serving about 
three-quarters of a million people. 

Our systems generate about 1 million kilowatts of power, of which 
Seattle has about two-thirds and Tacoma a quarter. The rest is 
scattered. About 90 percent of our systems buy their power from the 
Federal dams and are paying about $15 million a year into the Fed- 
eral Treasury. That amount will increase to about $30 million a year 
by 1960. 

Let me underline the testimony made yesterday that last year the 
Bonneville Power Administration turned into the Treasury of the 
United States $52 million. That means that every week we in the 
Pacific Northwest put on the express train $1 million, or for every 
working day we are turning into the United States Treasury over 
$200,000 as a result of the power revenues received from this program. 

It does not take a congressional appropriations committee’s act to 
permit that money to get into the Treasury. It takes appropriation 
acts, of course, to get it out again in order to develop additional 
facilities. 

So much for the cost and the function of the association. 

Mr. Chairman, I could not pass up this opportunity since I noticed 
no one else has done it, to express the appreciation of the people of the 
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Pacific Northwest for the very fine support which you personally have 
given to the program of this region. In your work on the House 
Public Works Committee you have fought for the program of the 
Pacific Northwest, even better than some of our own Members of 
Congress. Your senior Senator and junior Senator from Alabama 
have been some of the best friends of the development program of the 
Pacific Northwest. I certainly wish to pay tribute to you folks in 
Alabama for this very important help. 

I wish to thank the committee for coming out at this time of the 
year and to compliment the committee on the ver y fine hearings they 
have conducted. We owe a general obligation and appreci iation to the 
whole Congress for acting as a board of directors of what we consider 
a very businesslike program which has been conducted by the Bonne- 
ville Power Administration in the past 18 years. T his program is 
now $110 million ahead of its costs. It is $110 million in surplus on 
the basis of the uniform system of accounts of the Federal Power Com- 
mission, and that is about a $60 million surplus in terms of the payout 
requirements of the Bonneville Power Administration Act. 

This program had great benefits to the region, I need not recite 
the national defense benefits during World War II, or the fact that 
our rural electric cooperatives were able to reach to the remotest 
corners of the region. Ninety percent of our three States are electri- 
fied, despite some very difficult operating conditions. Low-cost power 
enabled these cooperatives to reach to the far corners of our States. 

A third benefit to the whole country and a national benefit is the 
lowering of the price of aluminum, Aluminum is very largely elec- 
tricity in frozen form, and the people of the whole country are bene- 
fiting from the lower-price aluminum, a great portion of which is 
manufactur ed in the Northwest. 

I would particularly like to call your attention to one of the benefits, 
and that is the delivery of low-cost power to the people themselves. 
The Bonneville Power Administration Act requires that the benefits 
of the program flow to the ultimate consumer. May I call attention 
to appendix C in the folder you have before you? That bulletin 
has a headline, “One Cent Power Awards.” At the bottom of that 
page is a table showing these 15 electric systems whom we are about 
to present an award to, because they have accomplished serving their 
people electric power at an average of less than 1 cent per kilowatt 
hour during the calendar year 19 54. In the last column there under 
“eo” you will notice, for example, the V era Irrigation District, which 
to my mind has the lowest electric rates in the United States. They 
are selling electricity at seventy- -eight-one hundredths of a cent aver- 
age to their home users. . Salem Electric is eighty-two one-hundredths 
of a cent. And it goes right on down that list. 

Somebody asked ‘about Tacoma a little while ago. They are selling 
electricity at ninety-two-one hundredths of a cent average to all of their 
people. 2 ' , 

I had a telephone call in February from the Northern Wasco Public 
Utility District. He said ‘ ‘we made it.” I said, “Made what?” He 

said, “Made the 1-cent club.” He is the last one on our list. Ninety- 
nine one-hundredths of a cent during 1954. 

Notice how these systems are also increasing their consumption of 
power. One of the things we have been noticing in these statistics 
is that the more people and the more power the people use the faster 
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seems to be their rate of growth. I do not see this tapering off which 
so many people think is necessary in the electric business. 

I would like to pass up to you, Mr. Chairman, for the inspection of 
the committee, a VanDyck of the award we are going to give these 
systems in about 2 weeks. 

In testifying before the Hoover Commission task force, the North- 
west Public Power Association—— 

_ Mr. Jones. Mr. Norwood, I hate to interrupt you, but all of our 
time Is gone. 

Mr. Norwoop. May I submit my statement for the record, Mr. 
Chairman ? 

Mr. Jones. Yes, sir. You have other exhibits. They were for ex- 
amination by the committee. Did you expect them to be put in? 

Mr. Norwoop. Not to be put in the record, but merely for the use 
of the committee. 

Mr. Jones. Thank you very much, Mr. Norwood. I am sorry. 
Without objection, your statement will be made a part of the record. 

(The statement referred to is as follows :) 


STATEMENT oF Gus Norwoop, ExecuTIvVE SECRETARY, NoRTHWEST PUBLIC POWER 
ASSOCIATION, VANCOUVER, WASH. 


Mr. Chairman and members of the committee, welcome to the Pacific North- 
west. Thank you for coming. 

My name is Gus Norwood. I serve as executive secretary of the Northwest 
Public Power Association which comprises 101 consumer owned electric distri- 
bution agencies in Alaska, Montana, Idaho, Washington, and Oregon. 

The public and cooperative electric systems of the Northwest consist of rural 
electric cooperatives, public utility districts, peoples utility districts, power and 
irrigation districts, and municipal electric systems. These systems operate facili- 
ties worth about three-quarters of a billion dollars. They serve about 2 million 
people or 39 percent of the regional population. 

Our oldest systems are the municipals starting with McMinnville, Oreg., 1889; 
Ellensburg, 1891; Tacoma 1893; and many others at the turn of the century. 
We have two groups of cooperatives in the Minidoka irrigation project area of 
southern Idaho and near Tacoma, Wash., which date prior to World War I and 
are the forerunners of the rural electric cooperatives which borrow from REA. 
This region also pioneered the concept of the public utility district with laws in 
Oregon and Washington under which there are 26 districts which furnish 
electricity to three-fourths of a million people. 

Our systems have about a million kilowatts of generating capacity of which 
Seattle represents two-thirds, Tacoma one-fourth with the remainder scattered. 
About 90 percent of our systems buy all or part of their power from Federal 
dams for which we are paying about $15 million per year increasing to about 
$30 million per year by 1960. 

The Northwest Public Power Association is primarily a research and service 
organization dealing in electric utility operating problems. Our most important 
operating problem is power supply which in turn involves comprehensive river 
basin development. As recently as December 2, 1955, the board of trustees of 
this association adopted the following resolution: - 


COMPREHENSIVE DEVELOPMENT 


The association reaffirms its endorsement of the principle of comprehensive 
development of water resources and supports the authorization and construction 
of dams which meet this test. Conversely we oppose any proposed dams which 
violate this principle. 

Under this principle the association has previously endorsed 24 dams with a 
capacity of about 15 million kilowatts. Of this total 10 dams capable of about 5 
million kilowatts are completed or under construction, Hungry Horse, McNary, 
Albeni Falls, Chief Joseph, The Dalles, Point Lookout, Dexter, Detroit, Big Cliff, 
and Ice Harbor. 
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The association also has endorsed 14 dams capable of about 10 million kilo- 
watts which are not yet under construction, Libby, Glacier View, Lower Monv- 
mental, Lower Granite, Little Goose, John Day, Bruces Eddy, Penny Cliff, Priest 
Rapids, Mayfield, Mossyrock, Paradise, Nez Perce, and High Hells Canyon. 

The only dams opposed by the Northwest Public Power Association are the 
small alternative dams which would conflict with and prevent construction of 
Paradise, Nez Perce, and High Hells Canyon and which would result in gross 
underdevelopment of the potential waterpower thereby violating the principle 
of comprehensive development. 


REPORT ON LENDING AGENCIES 


A second resolution of direct interest to your committee was adopted by our 
annual membership meeting at Eugene on April 21, 1955, and reads as follows: 

“That we deplore the recommendations of the Hoover Commission in regard 
to REA and that we urge Congress to reject the recommendations.” 


CRITERIA FOR HYDROELECTRIC PROJECTS 


A third resolution as adopted December 2, 1955, reads: 

“Be it resolved, That we urge Congress to establish uniform criteria for evalu- 
ating multiple-purpose projects based on actual anticipated service life of each 
category of investment as set forth in the depreciation requirements of the uni- 
form system of accounts of the Federal Power Commission; be it further 

Resolved, That these criteria should be applied uniformly for all of. the follow- 
ing purposes: (1) Depreciation practices, (2) repayment of investment, (3) ac- 
counting purposes, (4) determination of benefit-cost ratio, (5) allocation of costs, 
(6) establishment of rates, (7) setting payment for downstream benefits, and 
(8) for determining and insuring comprehensive use of the potentialities of each 
river basin.” 

FEDERAL POWER POLICY 


In other resolutions adopted over the years the Northwest Public Power Asso- 
ciation has generally endorsed the following four principles of section 5 of the 
Flood Control Act of 1944: 

1. To encourage the most widespread use of electric energy. 

2. At the lowest possible rates to consumers. 

8. Consistent with sound business principles. 

4. With preference to public bodies and cooperatives. 

This concludes my presentation of association resolutions. 

The remainder of this testimony will consist of my own observations ana com- 
ments as requested by the committee. 


ENDORSEMENT OF OTHER STATEMENTS 


I have read five major briefs commenting on the second Hoover Commission 
Report on Water Resources and Power and on the report on lending agencies 
which reflect a general attitude and policy which I wish to endorse. 

These five statements are: (1) The dissenting opinion of Congressman Chet 
Holifield on the report on water resources and power, (2) the dissenting opinion 
of Congressman Chet Holifield on the report on lending agencies, (3) the testi- 
mony of Mr. Clyde Ellis, general manager of the National Rural Electric Co- 
operative Association, as presented November 2, 1955, before your committee at 
Muscle Shoals, Ala., (4) the testimony of Mr. Alex Radin, general manager of 
the American Public Power Association as presented November 2, 1955, at Muscle 
Shoals, Ala., and (5) the testimony of Mr. Clay Cochran, legislative director of 
the National Rural Electric Cooperative Association as presented July 6, 1955, on 
the report on lending agencies. 


REGIONAL POWER AGENCY 


Our 20-page statement to the task force on water resources and power last 
year emphasized the desirability of converting the Bonneville Power Adminis- 
tration into a public corporation financed by means of electric revenue bonds. 

I submit that statement as appendix A. 

As appendix B, I submit our March 1955 bulletin which contains the latest 
draft of a proposed bill to create the Columbia River Development Corp. plus 
an explanatory news release and notes. In this one respect we appear to be 
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in accord with the Hoover Commission because their report on water resources 
and power, recommendation No. 12 calls for incorporation of the Columbia 
River power system. 

We are continuing our work on this regional power corporation bill during 
1956. In particular we expect to profit from congressional reaction to the 
TVA self-financing bill, S. 2373. Our main concern is to insure that the cost of 
money not be appreciably greater under such a bill than the actual average 
cost of money to the Federal Government. 


ONE CENT POWER 


As appendix C, I submit our November 1955 bulletin which announces on page 
one the granting of 15 one cent power achievement awards. This evidence of 
low-cost power and abundant use of power is presented as testimony of what 
has been achieved partly through the Federal power program. At least on 
these 15 systems the benefits have been flowing to the ultimate consumer. We 
have many other systems which are reducing rates. Hardly a week goes 
by without the announcement of another rate reduction, totaling about a million 
dollars of new rate cuts for this year alone. 

Appendix D entitled, “One Cent Power: Symbol For Better Living,” is a learned 
paper by a prominent engineer and utility manager further illustrating the 
economics of low-cost power. 

Appendix E entitled, “Four Tests For A Regional Power Agency,” likewise 
touches on the economics of low-cost power. The graph on page 3 together 
with explanation relates low cost money and the extent to which a river 
ean be harnessed. This graph argues that with 2 percent money we can harness 
perhaps 80 percent or more of the potentialities of the Columbia River, whereas 
with conventional 12 percent money before Federal profits taxes only about 
one-fourth of the river can be harnessed. 


TAX DODGING 


The private electric monopoly corporations are among the leading tax dodgers 
of the Nation, hence their costly propaganda on this subject. As appendix 
F, I submit an address made by myself 2 years ago entitled, “Accelerated 
Amortization: Biggest Bonanza that Ever Came Down the Government Pike.” 
This is a case study based on Pacific Northwest experience showing how private 
utilities are subsidized by the Federal Government. 


ARTIFICIAL AND UNFAIR CRITERIA 


As appendices G through M, I submit documents relating to the allocation 
by the Federal Power Commission of costs of McNary Dam. Our petitions, 
protests, and briefs were rejected in that instance but from that beginning 
we have continued to study the artificial and unfair criteria being applied in 
regard to multiple-purpose projects. By their operation these criteria, especially 
as laid down in Bureau of the Budget circular letter A-47, are preventing 
comprehensive development. 

The new criteria proposed by the Hoover Commission require artificially 
high interest rates, unwarranted tax burdens and extremely short payout 
periods. These unfair ground rules could easily become the obituary of the 
Federal power program as these rules would constitute effective birth control 
to prevent the building of most proposed dams. I urge that these proposed criteria 
be rejected by the Congress. 

FLOOD CONTROL 


In some regions flood control and hydroelectric power clash. In the Pacific 
Northwest they go hand in hand. To control the tremendous Columbia River 
floods we need about 15 Hungry Horse dams. High in the mountains of western 
Montana the 38 million acre-foot Hungry Horse reservoir captures the summer 
floodwaters and releases the flow in winter to produce power not only at that 
site but also at many downstream projects. In fact it produces twice as much 
power downstream as at the dam itself. The dual use of Hungry Horse Dam 
for converting waste floodwaters into useful energy has given rise to the ex- 
pression, “Upstream storage dams make good water out of bad water.” With 
15 Hungry Horse dams we would not only cut in half our greatest flood of record 
but also regulate the Columbia for maximum winter power generation and other 
purposes. 
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OPPORTUNITY ON THE COLUMBIA RIVER 


Reputed to be America’s most completely harnessed river, the Tennessee is 
82 percent developed; the Columbia only 13 percent. We have a long way to go. 
The Northwest has about 50 percent of the economically feasible undeveloped 
hydro of the Nation. 

To insure that this potential is harnessed to the limit of economic feasibility I 
urge that Congress— 

1. Establish a public regional power agency along the lines of the enclosed 
Columbia River Development Corporation bill. 

2. Establish a uniform criteria for evaluating projects based on the depreci- 
ation standards set by the FPC uniform system of accounts and including the 
adoption of a 150-year service life for dams and reservoirs. 

3. Tighten the definition of “comprehensive development” and establish un- 
mistakable goals as in the flood control field to guide Federal agencies and in 
order to prevent the kind of costly impasse such as exists in regard to the High 
Hells Canyon Dam. 

4. Provide for participation by the people of the region in the formulation of 
policies and programs of the regional power corporation and other Federal agen- 
cies concerned with water resource development. 

5. Insure that such projects be financed at the lowest available rate of interest 
in order to insure the fullest possible development of the rivers. 


Mr. Jones. I must apologize to Mr. Lewis Judson of Salem, Oreg. 
Are you here, sir? 


STATEMENT OF LEWIS JUDSON, DAIRYMAN, SALEM, OREG. 


Mr. Jupson. Yes, sir. 

Mr. Jones. Do you have a prepared statement, Mr. Judson ? 

Mr. Jupson. Yes, I have a prepared statement. 

Mr. Jones. I am sorry, but the best we are going to be able to do for 
you is to put your statement in the record. 

Mr. Jupson. That isall right. Thank you. 

Mr. Jones. Without objection, your statement will be made a part 
of the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF LEWIS JUDSON, RETIRED DAIRYMAN, SALEM, OREG. 


Mr. Chairman, members of the committee, my name is Lewis Judson and I 
live at 1000 East Judsun Street, Salem, Oreg., where I have lived all my 76 years. 
I am a retired dairyman and a firm believer in America’s free-enterprise system. 
I believe in the principle of the least amount of Government controls and regula- 
tions possible and in economy and efficiency in Government. I appear here today 
as a customer of an investor-owned utility which has served me adequately and 
efficiently since 1915. I am also proud of the fact that I have a small share in the 
ownership of this company. With that sort of background there follows a sum- 
mary of my remarks to your comnittee: 

I favor the Hoover report insofar as it refers to water and the development 
of the northwest region of the United States. That report is largely devoted to 
an effort to eliminate duplication by the departments and to getting the Govern- 
ment out of business where that is possible. 

The Portland General Electric Co. furnishes power to our neighborhood. Two 
years ago we were called on to pay a surcharge on our electric bills. That was 
a dry year and the Bonneville Administration cut the power allowed to the pri- 
vately owned distributing companies, compelling them to use their steam plants 
to firm up the pool. 

The Oregon Public Service commissioner allowed them, and rightfully so, to 
charge extra for that power. In other words, we got what was left after the 
favored few were supplied. These privately owned companies furnish about 
85 percent of the Oregon homes and we object to being treated as stepchildren. 
We believe that these preferential laws should be repealed. This is one of the 
Commission recommendations. 
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Another is that privately owned utility companies be permitted to build their 
own powerplants. This they have been trying to do but have been pretty 
thoroughly balked for the last number of years. Applications are in for building 
at a number of different sites and some of them will possibly materialize in the 
end. IT understand that protests have been filed by Federal power enthusiasts 


and if Hells Canyon is any indicator of what will happen, permits to build are 
several vears off. 


The Coon bill now:before Congress authorizes local interests to participate in 
the building of the Johu Day Dam. Passage of this bill would give these inter- 
ests the firm power that they need. This partnership principle is embodied in 
one of the recommendations of the Hoover Commission report. I strongly sup- 
port this recommendation. 


In conclusion, IT do not profess to be an expert on these matters. But as a 
citizen and taxpayer I urge your committee to act favorably on the majority of 
the Hoover Commission recommendations for the good of the Nation as a whole. 

Mr. Jones. Mrs. Humplirey had some statements. If they will be 
brought forward we will identify them for the record. 

A statement by Carvel C. Linden. 

A statement by Mr. Walter W. R. May will be made a part of the 
record at this point also. 

A statement by Mr. Ralph T. Moore. 

Also a letter by General Foote with answers to some questions he 
was not able to answer on yesterday. 

Also a statement by General Foote correcting some figures that he 
supplied for the record on yesterday. 

(These appear immediately following General Foote’s testimony.) 

A statement by Mr. W. A. Galbraith, director of the Department of 
Conservation and Development, State of Washington. 

A statement by Walter H. Muirhead, president of the Ross Island 
Sand & Gravel Co. of Portland, Oreg., will be made a part of the record. 

A statement by Mr. Stuart Moir. forest counsel of the Western Fores- 
try and Conservation Associaton, Portland, Oreg., will be made a part 
of the record. 

A statement by Mr. Byron C. Brinton, editor, the Baker (Oreg.) 
Record-Courier, will be made a part of the record. 

I will not attempt to designate the titles of the letters I have re- 
ceived all in support of the Commission’s recommendation on water 
resources and power. 

Also telegrams by Mr. Sprague TT. Carter; a telegram by Mr. Niel 
R. Allen, and a telegram from Mr. Edwin E. Cone. 

A letter from Mr. David C. Baum. 

A letter from Mr. W. Verne McKinney. 

A letter from Mr. R. B. Pamplin. 

A letter from the manager of the Klamath Ice & Storage Co., with- 
out signature. 

A letter from Mr. Harold A. Miller. 

A letter from Mr. L. A. Sell. 

A letter from Mr. Herbert A. Templeton. 

A letter from Mr. David T. Mason. 

A letter from Mr. Henry L. Corbett. 

A letter from Mr. A. S. Grant. 

A letter from Dr. P. L. Poulsen. 

A letter from Mr. Roy Jarman. 

A letter from Mr. Edmund Hayes. 

A letter from Mr. Truman W. Collins. 
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A letter from Mr. Charles A. Ross. 

Another telegram from the Erlinger Carrier Co., V. O. Williams, 
will be made a part of the record. 

(The documents referred to are as follows :) 


PORTLAND 12, OreEa., December 2, 1955. 
Hon. Rorert E. Jones, 


Portland, Oreg. 


Dear Sir: I am sorry that I will be unable to attend your subcommittee meet- 
ing on the study of the Lloover Commission’s Report on Water Resources and 
lower to be heid in Portland December 5 and 6. 

I would, however, like to say that I am vitally interested in the Hoover Com- 
mission's Report on Water Resources aud Power, and I am definitely of the 
opinion that the recommendations made therein will go a long way to reduce 
taxes and increase the efficiency of our resources. 

I would like to testify to your committee that I am in favor of the Lloover 
Commission’s recommendation that the preference cluuse on power should be 
eliminated, that rates should be set so that they would reflect what the actual 
taxes would be should the power generating plant be operated by a private 
company. I believe that in the future building of dams that the portion allo- 
cated for power should reflect the true picture, and rates charged accordingly. 

I alsu believe that the Commission’s report on Government partuership with 
private industry is of distinct benefit to its citizens, that private capital should 
not be refused when it can be used in cooperation with the Goverumeut's finaue- 
iug. I believe that this is of vital importance in continuing our private enter- 
prise system. 

I would like to have this letter made a part of your committee’s testimony. 

Sincerely, 
Roy JARMAN, 


PoRTLAND 4, OreEG., December 2, 1955. 
Representative R. E. Jones, 
Chuirman, Government Subcommittee on Hoover Commission's 
Report on Water Resources and Power, 
Portland 4, Oreg. 

Dear Mr. Jones: I am not sure that I shall be able to attend the Portland 
hearings ou the Hoover Commission's Repurt on Water Resuvurces and lower, 
to be held on Monday and Tuesday, December 5 and 6. 

But, because of my very sincere interest in the adoption of the Hoover re- 
port, and my belief that much gvod can come from the adoption of the report 
in major provisions, if not in toto, 1 wish to register my feelings with you. 

I hope that the hearings will successfully and adequately uphold the Cummis- 
sion’s report. 

Siucerely yours, 
HENRY L. CorsBett. 


PORTLAND 5, OrEG., December 2, 1955. 
Hon. Rosert E. JONES, 
Portland, Oreg. 


Dear Sir: Since I will probably be unable to attend your hearing December 5 
and 6 on the Hvuover Commission report, 1 address this brief letter to you tu say 
that I most earnestly urge the study and implementation by Congress of the 
Hoover Commission report. 

Yours very truly, 
HERBERT A. TEMPLETON. 


GeorGIA-PACIFIC PLYwoop Co., 
PortLanp 4, Orec., December 1, 1955. 
Hon. Ropert E. JONES, 
Portland, Oreg. 


Dear Sir: It is my understanding that you will be holding hearings in Port- 
land on Monday and Tuesday, December 5 and 6, on the above. 
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I will not be able to attend these hearings but would like for you to know that 
I am strongly in favor of the Hoover Commission’s Report on Water Resources 
and Power. There may be some disagreement in connection with the findings 
of the report, but I believe they can be resolved. In any event, the overall recom- 
mendations should certainly be given favorable consideration. 
Yours very truly, 
R. B. PAMPLIN. 


DALLAS, OrEG., December 2, 1955. 
Representative Robert E. Jones, 
Portland, Oreg. 


We approve the Hoover Commission Report on Water Resources and Power 
and strongly urge your committee recommends the adoption of the Hoover report 
in its overall findings. 

ERLINGER CARRIER Co., 
Vv. O. WILLIAMS. 


PENDLETON, OREG. 
Hon. Ropert E. Jones, 
Portland, Oreg.: 


I believe that the bipartisan Hoover Commission report is worthy of your 
support, and I urge you and your committee to approach this analysation as for 
what will be good for the whole country, and I trust that your report will be 
based upon a nonpartisan analysis. 

UMATILLA COUNTY REALTY BOARD, 
SPRAGUE H. Carter, President 


GRANTS Pass, Orec, December 5, 1955. 


Hon. Rosert E. Jones, M. C., 
Chairman Subcommittee of Committee on Government Operations, 
Portland, Oreg.: 


As longtime member of both National Reclamation Association and Citizens 
Committee for Hoover Report, I desire register approval of Commission's report 
with respect to basic national water policy and overall objectives as set forth sub- 
ject only minor disagreement areas. 

Nie. R. ALLEN. 


GOSHEN, OREG. 
Representative RoBErT E. JONES, 
Portland, Oreg.: 


I wish to express full-hearted support of Hoover Commission report. 
EDWIN F. Cone. 


SuNSET GARAGE, 
Tillamook, Oreg., December 1, 1955. 
Representative Rospert E. JONES, 
Portland, Oreg. 

Honorar_e Str: We are watching the results of your resource hearings with 
a great deal of interest. Particularly those of us who are in business are vitally 
interested in reduction of taxes, and as much as possible would like to see the 
recommendations of the Hoover report carried to a successful culmination. 

I hope to be able to attend the hearings in person, but am mailing you this 
letter in the meantime, with our request that you give very serious considera- 
tion to the recommendations of the Hoover report. 

Very sincerely yours, 
Cuas. L. Ross, 
Chairman for the Hoover Commission Report, 
Tillamook County. 
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COLLINS PINE Co., 
Portland, Oreg., December 2, 1955. 
Representative Rospert E. JONES, 
Portland 4, Oreg. 

Dear Mr. JONES: I am very sorry that I will be out of the city at the time of 
the hearings before your committee in regard to the Hoover Commission’s re- 
port, but I would like to go on record as strongly favoring, by and large, the 
recommendations of this report. 

I had followed it in the press from time to time as the different segments 
of the report came out, and although of course, being such a voluminous affair, 
one would not be in a position to know all of the details, I do know that the 
general conclusions at which they have arrived are very much in line with what 
we feel is a sound approach. 

Yours very truly, 
TRUMAN W. CoLtins, President. 


WEYERMAEUSER TIMBER CoO., 
Portland, Oreg., December 2, 1955. 
Representative Rosert E. JONEs, 
Chairman, Subcommittee on Water Resources and Power, 
Portland, Oreg. 


Dear Sir: It is my understanding that your committee will hold hearings in 
Portland December 5 and 6, relative to the recommunedations of the Hoover 
Commission report. 

I wish to express my approval of the recommendations contained in the Hoover 
report and urge your committee’s favorable consideration of same. 

Yours very truly, 
EDMUND HAYES. 


BAKER, OrEG., December 1, 1955. 
Hon. R. E. Jones, 
Portland, Oreg. 


DEAR Mr. JONES: It has come to my attention that a Government subcommittee 
of which you are chairman, will hold hearings in Portland on Monday and Tues- 
day, December 5 and 6, on the Hoover Commission’s Report on Water Resources 
and Power. 

Since I am a member of the State committee on the Citizens Committee for 
the Hoover Report, I am naturally interested in these hearings. 

I sincerely regret that it will not be possible for me to attend the hearings, 
but I would like to make known to you my approval of the Hoover Commission 
report. 

1 hope that the attendance at the hearings will be good and the meeting 
successful. 

Sincerely, 
P, L. Poutsen, D. C., D: P. T. 


GRANT & Fucus, 
Baker, Oreg., December 2, 1955. 
Representative Ropert E. Jones, 
Portland, Oreg. 
Ss 

DEAR Mr. Jones: I have just been advised that a hearing is to be conducted by 
a House committee of which you are chairman on the Hoover Commiission’s 
Report on Water Resources and Power. 

Since notice of this meeting was received too late for me to make arrange- 
ments to attend the hearing in person, I am taking this means of informing 
you and the members of your committee of my unqualified support of the Com- 
mission’s report. 

I firmly believe that if legislation is enacted to conform to the Hoover Com- 
mission’s Report on Water Resources and Power, it will not only effect a sub- 
stantial saving to the taxpayers and a more complete and efficient development 
of the various river basins, but will also insure our freedoms and those of suc- 
cessive generations. 

Very truly yours, 


A. S. GRANT. 
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Mason, Bruce & GIRARD, 
Portland 5, Oreg., December 1, 1955, 
Representative R. E. Jongs, 
Chairman, Water Resources and Power Committee, 
Portland, Oreg. 


My Dear CONGRESSMAN JONES: To my great regret, I am unable to be present 
at the meeting of your committee in Portland on December 5 and 6. However, 
because you are dealing with an immensely important problem, I do wish to 
place in the record of your hearings this brief letter expressing my strong ap- 
proval of the Hoover Commission’s report which deals with water resources and 
power. 

I feel that it is highly important in the interest of the welfare in Oregon in the 
long run that the findings and recommendations of the Hoover report be recog- 
nized and approved in the report of your own comnittee. 

Respectfully yours. 

Davip T. Mason. 


KLAMATH ICE AND STORAGE Co., 
Klamath Falls, Oreg., December 2, 1955. 
Hon. Rosert E. Jones, 
United Statcs Representative. 


Dear Sir: I understand there is to be a meeting of the Government subcom- 
mittee to study the Huover Commission Report on Water Resources and Power. 

Having been in pretty close contact with many business organizations of our 
county and being a member of the Farm Bureau, I believe the greater part of 
our thinking citizens have approved heartily of the study made of our Govern- 
ment of the nonpartisan recommendations for improvement of its operations, by 
the Hoover committee and consider sound its proposals for a minimum of Gov- 
ernment interference in business, farming, and education. 

I believe if the overall recommendations are carried out, we may look forward 
to a balanced budget, lower tuxes, and a sound economy for the people of the 
United States. We would like to see the fine work of the Hoover Commission put 
to use by our Congress. 

Trusting your committee will advance this program, I am, 

Yours respectfully, 
——,, Manager. 


BauM INSURANCE AGENCY, 
La Grande, Oreg., December 1, 1955, 
Representative RosBert E. JONES, 
Portland, Oreg. 

Dear REPRESENTATIVE JONES: May I take this opportunity to advise you, and 
through you, your committee that I, personally, endorsed the Hoover Commission 
Report on Water Resources and Power. The people that I talked to in my area 
are also in favor of the recommendations contained in this report. 

May we urge your committee to recommend the adoption of these recommenda- 
tions. 

Sincerely yours, 
Davin C, BAuM. 


HILLsgBoro, OREG., December 3, 1955. 
Representative Rospert E. JONES, 
Portland, Oreg. 
Dear Mr. Jones: I hope and trust that the Congress will give favorable con- 
sideration to the recommendations of the bipartisan Hoover Commission. 
Everyone should be interested in eliminating waste in Government and the 
Hoover Commission’s recommendations offer a blueprint for economy. There may 
be areas of disagreement, but they undoubtedly can be worked out so that the 
overall recommendations, if approved, will bring out a balanced budget, make 
possible lower taxes and result in a more solvent America. 
I believe the great majority of Americans look forward to the Congress taking 
full advantage of the Commission’s recommendations. 
Sincerely, 
W. VERNE MCKINNEY, 
President and Publisher. 
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PORTLAND 4, OrEG., December 1, 1955. 
Hon. Ronert E. Jones, 
Chairman, Jones Subcommitice, 
Portland, Oreg. 


Dear Sim: I understand your committee will hold hearings in Portland on 
Monday and Tuesday at the Portland State Auditorium concerning the Lluover 
Commission’s report. 

I had hoped to be present at these hearings and participate in them, but 
inasmuch as I will be absent from the city, I wish to express my views to you 
in this letter. 

While there are some parts of this Hoover report that I am not entirely in 
agreement with, I favor on an overall basis the recommendations as set out 
in this document. In the interest of good government and economy of our 
Government system, I believe the Hoover Commission’s recommendations should 
definitely be followed and, if so, we can better hope for a balanced budget, lower 
taxes, and a more solvent America. 

Yours very truly, 


HAROLD A, MILLER. 


HvupDsPETH PINE, INC., 
Prineville, Oreg., December 1, 1955. 
Representative Rosert E. JONES, 
Portland, Orey. 

Dear Sir: I understand your committee will hold meetings December 5th and 
6th in Portland to study the Hoover Commission’s Report on Water Resources 
and Power. The Hoover Commission report has my approval and I am sure you 
will find this to hold true throughout the State. I am sorry not to be able to 
attend your hearings, but I do want to voice my approval of the Hoover Com- 
mission’s report to your committee. 

Yours very truly, 
L. A. SELL. 


STATEMENT OF Stuart Morr, Forest COUNSEL, WESTERN FORESTRY AND CONSER- 
VATION ASSOCIATION, PORTLAND, OREG. 


My name is Stuart Moir, forest counsel for the Western Forestry and Con- 
servation Association, which is a nonprofit organization working in the western 
United States and western Canada. The association is a 46-year-old organiza- 
tion of forest owners, forest industries, foresters, and conservationists dedicated 
to the protection and wise use of the forests, the improvement of forest practices, 
and the development and sound management of all natural resources including 
water. The association’s aim is to secure the forest future of the western re- 
gion by bringing private, State and governmental forces together for coopera- 
tive forest effort, land use and natural resource development. This objective 
gives the background for Western Forestry and Conservation Association’s seri- 
ous concern with these hearings which the eminent members of the congressional 
committee is conducting. 

The Western Forestry and Conservation Association recognizes the interde- 
pendence of the use of water resources, forests, and soils in attempting to formu- 
late a water policy on a national basis or a lesser regional or basin basis. Both 
the national and industrial welfare demand an early development of an Ameri- 
can water policy, a policy under which there is a public sentiment properly edu- 
cated and supporting it. Landowners, industries, States, and governmental 
agencies alike should know their position and that their respective interests 
will be fully protected. The development of a successful and understandable, 
workable American water policy can best be accomplished through cooperative 
effort between private, State, and Federal! groups. 

I wish to stress the importance of the forest in any program designed to de- 
velop, control, and use water. The statement has been repeatedly made that 
water is the key to the economic development of the West. To this statement 
may be rightfully added—the forest is the key to the water supply. Forest 
landowners and the forest industries are well aware of this. They are engaged 
in business enterprises and they recognize and assume their responsibility for 
the proper management of the forest. 
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PRIVATE LAND OWNERSHIP KEY TO A SOUND ECONOMY 


Land in private ownership, well managed with pride of ownership, is the key- 
stone to the economic well-being of a Republic such as ours. The assumption 
of the responsibilities inherent in private land ownership develops the land to 
meet its productive capacity, prevents land deterioration, and results in the 
maximum production and wise use of the water resource. Under such private 
management and free enterprise, new wealth is created to help pay the heavy 
costs for the construction of public works which must be undertaken by the 
Government. 

The forest industries are well aware of this fact and are as much concerned 
about the standards of management applied to the lands, which are the source 
of water, as is the irrigationist, the developer of hydroelectric energy, or the 
engineer concerned with the construction of flood control facilities. 


TREES AND WATER A DUAL CROP 


The association’s statement will be confined to the forestry aspects of the 
problem and the extent and character of Federal participation in major water 
resource programs. The beneficial effects of forest management on watersheds 
have been long recognized. As a consequence of forest management for con- 
tinuous forest production, all values of the forest are safeguarded. The forests 
exert a major influence in bringing about a more orderly runoff of water from 
the watershed, thus diminishing the hazards of flood dumage and heavy siltation, 
as well as improving the water supply. 

As an illustration of the results of good watershed management on water 
supply, I cite the case of the Cedar River water supply for the city of Seattle, 
Wash. A commission, investigating the effect of forest operations on water 
volume and purity, coneluded that “logging practices on the watershed in the 
past have had no importance, or discernible effect upon precipitation, runoff, and 
quality of water.” The management of the forest on a continuous production 
basis and the harvesting of the tree crop to reap the values there go hand in 
hand with the use of the watershed for water supply. 

The prevention of forest fires, which destroy the forest cover, is basic to any 
program of watershed protection. In 1911, the Weeks law was passed to protect 
the forested watersheds of navigable streams. Then in 1924 the Clarke-McNary 
Act went further than the Weeks law and “provides that the Secretary of Agri- 
culture shall be authorized and directed in cooperation with State officials and 
other agencies to recommend suitable methods for forest fire control in each 
forest region, in order to conserve forest and water resourees and obtain con- 
tinuous production of timber on lands chiefly suited for the purpose.” 


COOPERATIVE EFFORT BASIS FOR SUCCESS 


The success of the forestry program throughout the West is predicated on co- 
operative effort on the part of all parties concerned. Many laws have been en- 
acted on the State level as well as Federal to encourage forestry, improve land 
use, both forest and range, and to solve problems of water and land mangement. 
Later, in 1936 and in 1944, Congress authorized flood-control surveys on certain 
watersheds, the United States Forest Service and the United States Army Engi- 
neers cooperating. Much work and study remains to be done on a basis of long- 
term investigations, to determine and to inventory our potential water supply. 

The partnership plan, recommended by President Eisenhower, whereby local 
groups, private and public, participate in the water-development projects, is 
essentially one of cooperative effort. The partnership plan would develop the 
resources by local effort without relying completely on the Federal Government. 
This association heartily supports such a plan: (1) to seek greater local par- 
ticipation in resource development, (2) to limit Federal participation to those 
phases which are definitely of national concern, and (3) to derive greater finan- 
cial participation by those benefiting locally from the improvements or facilities. 


INTERDEPENDENCE OF FORESTS AND WATER 


In all of the Western States water is a most valuable product of the mountain 
and forest areas, in some States the most valuable resource, the lifeline of the 
State’s economy. The water user is vitally concerned with the condition of the 
forest, for forestry is the key to water resources, a fact fully appreciated by the 
irrigationist in California, who gets his water from the forests of Colorado as 
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well as the Sierras. So the wise development and the wise use of forest lands 
and watersheds is essential to the economic well-being of a region. No compre- 
hensive plan for the protection, management, and utilization of our forest re- 
sources can be made without due consideration being given to the dependence 
upon the water resource; and, by the same token, no plans for the development 
and management of the water resource can be made without giving proper con- 
sideration to the character and extent of the forest and other related resources. 
In other words, one resource cannot be managed independently and isolated from 
the other resources. 

The Northwest may well be regarded as the Nation’s greatest woodlot. The 
extent of future demands upon the forest and water resources of the region 
cannot be estimated. It is safe to say that to meet the future demands upon the 
resource supply caused by expanding forest industries and rapidly increasing 
population, every technique known to man for the growing of trees and develop- 
ing water resources must be employed. Consequently, the forest industries are 
gravely concerned with the water problem. 


SOME QUESTIONS TO BE ANSWERED 


Some of the questions foremost in the minds of the forest industry are: Will 
there be sufficient water for future use of the industry? Will State water laws 
remain supreme? Will interstate compacts resolve the differences between State 
and Federal interests? ‘Will the flood control plans of the Federal Government 
protect the properties from damage? What will Government works and im- 
provements cost? Will their cost be so great as to increase taxation to the point 
where the retention of forest land in private ownership will be prohibitive? 
When private forest lands are destroyed by flooding behind dams, may the land- 
owner when he is managing his forest on a sustained-vield basis, expect to be 
reimbursed by the Government with timber of corresponding value and kind to 
that which he lost? These are some of the questions and they are respectfully 
submitted to this task force for their consideration. The industry must ever be 
alert to safeguard its welfare and help to develop the program cooperatively 
along well-balanced lines which consider the problems in their entirety. 

Whatever plans are made for the development, control, and use of water re- 
sources are of primary concern to the forest landowners and to the forest 
industries. 

THE PRINCIPLE OF AMERICAN WATER POLICY 


The development of an American water policy must of necessity require proper 
recognition of the role of the forest and its benefits, with due consideration 
to all the economic and social aspects involved. The larger issue of policy is 
distinct, namely to determine between Federal regulation and Federal encourage- 
ment of the local solution of the problems involved under the present State laws. 
We need a complete picture of everything believed properly a Federal function, 
what functions belong to the State, and assurance that the rights of the forest 
owner and his opportunities will be respected. 

The Government should lend its encouragement and assistance to State policy 
in water development. and use as shall make conditions favorable to the States 
and to industry growth. The Government should not be vested with complete 
“authority” nor have regulatory control over State or private lands. 


POLICY REQUIREMENTS 


Basic to the development of a policy and program for the use of water three 
essential surveys and inventories should be made: 

1. A survey of the status of land ownership, State by State, to show the status 
of private, State and Federal land ownership. 

2. A basic land survey. 

8. An inventory of water supply. 

This data will help for the intelligent formulation of an American water 
policy. A few cardinal principles should apply in the creation of such a policy, 
to make it understandable and workable, such as: 

1. In developing and carrying out water policies, State, Federal and private 
agencies involved should cooperate through accredited machinery, giving each its 
rightful voice. 

2. If the Government is to expect wholehearted effort by landowners and in- 
dustry in developing water resources, there must be aa equally sympathetic 
and helpful attitude toward the problems of landowners and industries shown 
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by the Government and all public agencies. It means mutual confidence of pub- 
lic agencies and industries and respect of established State laws and water 
codes. 

8. Each State must be alert to its responsibilities to determine what is legal, 
right, practical, and necessary. 

4. Landowners and industry should understand their responsibilities and the 
need fur maintaining stable water and soil conditions on properties under their 
coutrol and so manage and protect their lands as to maintain the maximum 
coutinued productivity of all the resuurces. A dependable American water 
policy requires definition of cost responsibilities, taxation, police powers, and 
practical elements of the program aud the basis on which all business is to be 
conducted, so that everyone shall know at least the essential business facts gov- 
erning the development and use of the resource, in this instance the commodity, 
water. 

5. Forest owners, public agencies, legislators, forest industries, must all know 
their rights aud responsibilities, how far one can go without encroaching upon 
the rightful field of the other, and to what extent reciprocity is needed to advance 
their mutual interests. 

6. The cost and taxation angle must be carefully weighed. Privately owned 
forests pay taxes. Consideration should be given the tax revenue lost to local 
Governments by Federal land ownership, and provisions should be made to re- 
imburse local taxing units by payments in lieu of taxes for the loss of tax 
revenues involved. 

Public expenditures, unless carefully guarded, can become exorbitant, raising 
the tax bill to such a burdensome degree that private forest growing will be dis- 
couraged and prohibit investment in forest enterprises. 

The suggestion has been made in some quarters that the Federal Government 
participate in a major way in the development of water resource programs, even 
to the extent of operating under a so-called authority or valley administration. 
Under present State laws, the program of forest protection and forest manage- 
ment, pointing up toward continuous production of forest crops and the stabiliza- 
tion of land use, in fact the entire conservation program, is making striking 
progress, all done on a basis of home rule demonstrating conclusively that it can 
be done through cooperation among the States and individuals and the Federal 
Government participating to the extent of its interest, but without Federal edict 
and control. 

Under an American water policy, the development and use of the water re- 
source should be conducted on the State level. The problems are intricate, but 
nevertheless capable of solution. The Federal Government should lend its en- 
couragenient and assistance to the consummation of interstate compacts between 
the States concerned, and to the ratification of the pact by Congress. Avoid 
the burden of a superimposed Federal authority. 


CONCLUSION 


The association has been active throughout its lifetime in sponsoring legisla- 
tion, State and Federal, intended to implement forest practices, forest protection, 
and the wise use of natural resources. It contends that the economic strength 
of the Nation depends upon the retention of a maximum of forest land in private 
ownership to be permanently protected and managed to create new wealth. 
Under individual land ownership, leadership and initiative are developed in the 
citizens to add assurance that the Nation will continue on a sound economic basis. 

The establishment of an American water policy which permits a maximum of 
initiative and action by private enterprise will benefit the entire Nation. As 
applies to the West, it will aid in the sound economic development of the region 
and enable it to grow and prosper. 

The association appreciates this opportunity to make this statement to the 
committee and offers to help and cooperate with the committee in any way with- 
in its power. 





STATEMENT OF Byron C. BRINTON, EptTror, BAKER (OREG.) RECORD-COURIER 


I find myself in the category of the average citizen of the Pacific Northwest not 
able to get away personally to appear before the committee either December 5 or 
6 in opposition to the recommendations of the Hoover Commission Report on 
Water Resources and Power. 
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But I want to say emphatically I consider it the duty of a citizen of the North- 
west, and in a broader view of a citizen of the Nation, to express opposition to 
that reprehensible route which the forces of greed are taking under the cover 
of governmental economy studies to destroy the sound resource and develop- 
ment program. 

The implications of getting the Government out of the power phase of water 
management and of permitting private power to get into Government are so far- 
reaching as to warrant the most serious attention of the whvle Congress toward 
nipping both the announced and the concealed intent of the task group activity. 

The unwitting goal of those who would apply materialism as the sole yardstick 
to the functions of a free government is the destruction of democracy; and in 
the ruble of impotent freedom the only result will be economic tyranny in a coming 
age of bigness. The evil design of those who dictated the terms of the Hoover 
report upon water and power will only be realized as the increasingly vital role 
of these resources unfolds in the years ahead. And the ludicrous nature of the 
request that trusteeship, conservation, control, and full development of these 
resources be relinquished to giant utilities upon the promise of submission to 
governmental regulation will only be comprehended when it is discovered that 
the people will have become impotent to regulate that which they have permitted 
to beconie too entrenched. 

To say that resource policies must have a dollar sign is to be oblivious of 
human welfare, it is treacherous to national security and it is blind to conserva- 
tion. The criteria of the task group on power is as cold as steel. This material- 
istic criteria for the determination of public policy must be relegated to its proper 
place as one important aspect of administration rather than the single yardstick 
of public purpose. 

‘To withdraw public responsibility in the water power field because it may 
have facets of competition against private enterprise is as ridiculous as it would 
be to abolish law because it competes with vice. We could equally argue to abun- 
don our water works because the corner drug store sells soda pop, close the post- 
office because the neighbor’s boy runs errands on his bicycle, shut the schools 
because they compete with ignorance and give away the forests because they 
subsidize the sawmill against the steel prefabs and the concreteman. 

The task group’s purpose was so biased as to completely discredit the good 
faith of the report which oddly enough failed to point out a single virtue of a 
generator unless it had a private label upon it. 

A grandiose scheme to liquidate the Government in the power business under 
the guise of simplicity or reasoning by single criteria is apparently maliciously 
authored under the shadow of announced predelictions, but if it were innocently 
oblivious to the resource problem the result would be the same. 

A multiple-phased project on a river system is a dynamic organism serving 
the Nation only if it lives and functions as a coordinated utilization of that 
resource. Carved into isolated units for the application of unrealistic evaluation, 
the project is pruned to minimum service, deficient in coordination and of dis- 
proportionate burden upon the public who are thus denied its fruitful phases. 

Power is an essential unit of the conservation utilization of the water resource. 
In the pursuit of this essential and legitimate function of Government in hus- 
banding water, it is inconceivable that any objective report would recommend 
that power be artificially isolated, impossibly clothed in economic assumptions 
and hopelessly involved in unholy partnerships which can only wind up in 
scandalous relationships between money and government and blind to the funda- 
mental mission of public purposes to be served by the resource project. 

The comprehensive view upon power was expounded in Oregon by the late 
Senator Charles L. McNary. The public responsibility for the power product 
of the river program has proven wise and beneficial. It proved most fortunate 
and foresighted during the war emergency. It will produce dividends for genera- 
tions through a higher standard of living to the American people by virtue of 
full development which replaced partial, belated and wasteful private program 
for our water. 

We have, currently, a most patent illustration of the error of the Hoover task 
group recommendation that the power component of the water resource program 
must be capitalized upon artificial standards. When the present Federal Power 
Commission arbitrarily adopted private development as a standard—contrary 
to the law—and applied this “same entity” yardstick to the feasibility of public 
water conservation at Hells Canvon site on the Snake River between Orecon 
and Idaho in my county, it virtually precluded future conservation anywhere 
in America upon any resource. At Hells Canyon, particularly, it dictated that 
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40 percent of the river be wasted because upon the task force type of criteria 
it declared full utilization “had no clear economic advantage.” 

To set up the gigantic financial structure of private utility capital as the yard- 
stick of feasibility for power—a major component of nearly all great public 
water projects—is to end comprehensive development. That the same yarustick 
which dictated low dams at Hells Canyon has been recommended in the task 
force report for all projects is not pure coincidence. 

The task group is grossly in error to remark that the absence of a private utility 
financial overhead from our river projects in the Pacific Northwest constitutes a 
“subsidy.” To use this error to propagandize for the adoption of the report in 
areas of the Nation removed from the Pacific Northwest reflects bad faith. 

The Pacific Northwest has a great stake in its water resource the development 
of which has charted a new and dynamic future for the whole national economy 
in an electronic age. Neither the region nor the Nation can afford to permit biased 
predilections of designing and selfish interests to tell us that this resource is not 
realistic, that instead of great low-cost hydroelectric potential in the region they 
would have us believe that this low cost is due to “uneconomical rate-making 
practices.” The task group remark that Northwest power price levels fell 40 
percent below the value of power in 1953 is, indeed, most amusing. But the region 
cannot permit the private utilities to nullify the asset of low cost power by a “pro- 
tective tariff’ for private utilities as proposed in the Hoover report. 

I am not an advocate of public power and enter into local power discussions 
only with a defense of the right of people who feel a need for public power to have 
it. But in this basic issue of water and power development one cannot remain 
silent. The private utilities since the pre-Coulee Dam days have fought the full 
development of the water resource because the inevitable byproduct of such 
development in the public interest is the public production of power and the 
requisite transmission interconnection thereof. 

The opposition to full development at Hells Canyon here near Baker is no 
different. It has been unrelenting opposition, deeply injected by propaganda into 
our community life and bitterly and disgracefully imposed upon politics. 

Now the growing effort to artifically capitalize public hydroelectric multi- 
purpose storage in the region in order to justify substitution therefor of private 
thermal generation of power (with it consequent benefits to the interests that 
have fuel for sale) is a further manifestation or the attempt by selfish men to 
block the conservation concept as it applies to future projects involving water 
and power. Nor are we so gullible as to believe that the task group recommenda- 
tions would not place existing projects completely under the domination of 
monopoly utilities whose bigness has already begun to dictate the economy and 
the politics of the Pacific Northwest. 

Advocacy of the elimination of Government from the power field under the 
blueprint announced by Mr. Herbert Hoover would be damaging enough to the 
public welfare. But the clothing of the purpose in the guise of artificial assump- 
tions, hypocritical conclusions, and treacherous recommendations is to be viewed 
with even greater alarm. 

And in conelusion I wish to point out that the substitution of “partnership” 
principles as suggested by President Eisenhower and the task group for unified 
public development of the water resource is even more treacherous. If public 
development is a subsidy to the public interest, partnership is a subsidy to private 
monopoly. This was never so aptly predicted as under the administration’s pro- 
posed John Day partnership legislation of 1954 and 1955. 

I cannot conceive of a thinking Congress placing the task force’s recommended 
penaities upon resource utilization. I cannot conceive of their liquidation of the 
vital role of water to private control at a few cents on the dollar, completely 
obvious to the human and national values of our heritage. I cannot, above all, 
conceive of a Congress adopting a policy that will subsidize bigness by the unholy 
scheme of “partnership.” 


STATEMENT OF WALTER H. MUIRHEAD, PRESIDENT, Ross ISLAND SAND & GRAVEL Co., 
PORTLAND, OREG. 


Congressman Jones and members of the committee, my name is Walter H. 
Muirhead and I am president of Ross Island Sand & Gravel Co., of Portland, 
Oreg. 

I represent the river producers of sand and gravel in this area and am here 
to express opposition to the imposition of further taxes or tolls on water trans- 
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portation as recommended in the Hoover report. Personally, I am for a reduc- 
tion in the number of types of taxation and record keeping. 

In this tidal area of the Columbia River system over 50 percent of the sand 
and gravel and crushed road gravel moving by water is used in city, county, 
State, or Government construction and although competition is real in our in- 
dustry, both as to material prices and transportation methods, it is doubtful 
that toll or user charges on a ton-mile could or would be absorbed. They would 
become an additional cost to the governmental agency involved in construction 
or maintenance. 

Historically, our rivers have been free for public use and particularly in the 
tidal areas costs of maintenance in relation to tonnages transported are so low 
as to hardly justify the costs of-reporting and collecting the fees. In the case 
of our industry, a substantial amount of sand and gravel excavated from river 
channels each year tends to reduce channel maintenance costs. 

An unusual situation exists in the operation of my own company. We own 
a group of islands in the Willamette River here in Portland. Raw material is 
excavated from these islands and transported with our barges and tugs to the 
processing plant located on the lower end of the island, a distance of approvxi- 
mately one-half mile and we have thus created approximately a square mile 
of water area. This deep-water basin is contiguous to and joins the Willamette 
River and is charted by the United States Coast and Geodetic Survey but the 
water is over our privately owned lands. Under the recommendations of the 
Hoover Commission, we would be taxed for tonnages moved within our property 
boundary. We feel that such tolls or taxes would be most unfair. 

It is hoped that when your committee is considering the advisability of this 
type of legislation, considerations such as I have outlined and others that I am 
sure you will receive will justify action to keep our public waterways free arteries 
of commerce. 

Thank you for the opportunity and pleasure of appearing before you. 





STATEMENT OF W. A. GALBRAITH, Director, DEPARTMENT OF CONSERVATION AND 
DEVELOPMENT, STATE OF WASHINGTON 


The State of Washington is vitally interested in the recommendations set forth 
in the report on Water resources and power by the Commission on Organization 
of the Executive Branch of the Government. 

Primurily we are concerned over the Federal agencies ever-increasing en- 
croachment upon the rights and laws of the separate States involving the ap- 
propriation, use, control, and development of waters within their boundaries. 

In some of our earlier records on the appropriation of water for power 
purposes, we find correspondence with the Federal Power Commission wherein 
they have specifically requested confirmation that the prospective Federal licensee 
has satisfactorily complied with State law insofar as appropriation of the water 
is concerned. 

Today it is an entirely different story. Federal power licenses are issued 
before the public has even had proper notice that such an appropriation has 
been requested, let alone whether or not it has been determined that such a 
project would prove detrimental to the interests of the people of the State 
of Washington. 

To further illustrate this agency’s attitude toward compliance with State 
law and cooperation with State agencies, you will find attached to this state- 
ment copies of recent correspondence between this department and the Federal 
Power Commission. 

Further, we are very seriously concerned over the effect that the recent 
United States Supreme Court decision on the Pelton Dam case in Oregon will 
have on the case of the Unifed States versus the Ahtanum Irrigation District 
which is now on appeal by the Justice Department before the circuit court of 
appeals. In this case the United States is now claiming rights to the use of 
water which have been enjoyed by the people of the district for over 50 years. 

Needless to say, the people of this district, and the State of Washington and 
of the entire West, will not sit idly by and watch the various Federal agencies 
take or cloud their rightful title to water. 

Therefore, under recommendation 1(d), it is imperative that the Federal 
Government not only “take account of” but comply with and be bound by the 
laws of the separate States concerning appropriation, use and control of the 
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waters within their boundaries and legislation should be passed which will 
clarify this issue for all time. 

Senator Barrett of Wyoming, in his address to the National Reclamation 
Association in Lincoln, Nebr., hus covered this subject very well and we believe 
that his bill S. 863 is the best approach to a reasovable sulution to this problem 
and should be passed. 

To cover the balance of the recommendations, we generally concur with the 
report of the water policy committee to the National Reclamation Association 
and which is incorporated into resolution No. 1 as adopted at Lincoln, Nebr. 
ou October 26, 1955. 


JULY 21, 1955. 
FEDERAL POWER COMMISSION, 
Washington 25, D. C. 


(Attention Mr. Jerome Kuykendall, Chairman.) 


Dear Sir: You are perhaps well aware of the litigation and heated controversy 
going on in our State between the city of Tacoma and several State departments 
over the construction of Maytield and Mossyrock Dams on the Cowlitz River. 

Much time has been lost and a large amount of the taxpayers’ money has been 
spent and more will be spent before this is finally settled. 

It is believed that a large part of this could have been avoided if there had 
been a logical progression of steps insofar as the clearing of legal barriers by the 
prospective permittee or licensee. 

In order to improve this situation for all future filings, we would like to sub- 
mit for your consideration a policy of closer relationship and cooperation in the 
granting of State permits to the appropriation and use of water for power pur- 
poses and the granting of your licenses. 

Your Conunission has been very cooperative in supplying this office with all 
notices such as applications for preliminary permits, licenses and amendments 
thereto and their respective permits and licenses, and have also supplied us with 
auy additional information that we have requested. 

We in turn have notified your regional office in San Francisco of any applica- 
tions to appropriate water for power purposes. This appears to be the extent 
of the cooperation at the present time. 

Therefore, it is suggested that this office alter its present service to you and 
follow the procedure set out below : 

1. Notify either your San Francisco office or Washington, D. C., office 
(whichever you consider best) of all applications received for permits to 
appropriate water for power purposes. 

2. Notify your office of any change in status of the application such as 
amendments, preliminary permits, objections, rejection, or issuance of regu- 
lar permit. 

3. Notify your office of any change in status of the permit such as non- 
compliance or cancellation. 

4. Notify your office when the project has been completed and the water 
put to beneficial use such that final certificate of water right is being issued. 

5. Process all applications to the permit stage as rapidly as possible par- 
ticularly insofar as disposal or substantiation of all objections received. 

In return, we ask your cooperation to the following extent: 


1. That you consider issuance of your preliminary permits only after noti- 
fication by this office that an application has been filed to appropriate the 
water as in item No. 1 above. 

2. That the applicant for a license be required to provide you with a copy 
of his State permit as issued by this office, or, that you await notification 
from this office that a permit has been issued before granting the license. 

This, we believe, will insure that your applicants for license have satisfactorily 
complied with section 9 (b) of the Federal Power Act and will also “clear the 
air’ as far as the necessity for prolonged hearings and litigation before your 
Commission and in the courts. 

As just one classic example of this prablem we would like to make reference to 
project No, 2114, public utility district No. 2 of Grant County, for the Priest 
Rapids project. We have just received your notice of application for license 
which covers two dams at mile 397 and 415. To date they have submitted appli- 
cations to this office for an appropriation and storage of water only at the Priest 
Rapids site (mile 397). The necessary examination fees have not been paid; 
therefore we cannot process this toward a permit. Notice has not been published 
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because the applications are subject to cancellation unless the fees are paid by 
July 30, 1955, 

Therefore, we feel that your Commission should not grant the license until 
such time that we notify you that proper applications have been filed. Due notice 
has been given to the public and that permit has been issued. 

For your further information we are enclosing a tabulation of the status of 
pending power applications in this State us well as listing those who have ap- 
plied for preliminary permits to your Commission but have not filed with this 
office. 

Very truly yours, 
DIVISION OF WATER RESOURCES, 
M. G. WALKER, Supervisor. 


FEDERAL POWER COMMISSION, 
August 25, 1955. 
Mr. M. G. WALKER, 
Supervisor, Division of Water Resources, 
Department of Conservation and Development, 
Olympia, Wash. 

DEAR MR. WALKER: This is in response to your letter of July 21, 1955, suggest- 
ing procedures which you believe will result in closer cooperation between your 
division and the Federal Power Commission in connection with action on ap- 
plications fur State water permits and for permits aud licenses fur power proj- 
ects under the Federal Power Act. 

The Comuission, of course, desires to cooperate with agencies of the State 
of Washington to the fullest extent consistent with its respousibilities under the 
Federal Power Act. Section 9 (b) of that act requires each applicant for a 
license to submit satisfactory evidence that it has complied with State laws with 
respect to, among other things, the appropriation, diversion, and use of water for 
power purposes, and the Commission's rules and regulations require applicants 
to submit such evidence of compliance as part of license applications. 

With respect to the procedure you propuse be followed by your office, it would 
be appreciated if under item (1) you would continue to notify the San Francisco 
regional office of all applications for permits for power purposes in order that 
the Commission may be advised of proposed projects for which necessary ap- 
plications to the Commission have not been filed. With respect to items (2), (3) 
and (4), it is suggested that you notify the San Francisco regional! office ouly in 
those cases where there is a pending application for preliminary permit, license 
or amendment pending before the Commission, or there is an outstanding permit 
or license. Under established procedures, you are notified of all such Comuis- 
sion cases. 

Cougress in the Commission’s appropriation for fiscal year 1956 granted addi- 
tional funds and placed limitations on certain activities to accelerate the ban- 
dling and to reduce the backlog of applications for permits aud licenses. The 
Commission is, therefure, under special compulsion to expedite the handling of 
applications and should not adopt any measures inconsistent with that effort. 

Preliminary permits under the Federal Power Act are issued for a period or 
reriods not exceeding a total of 3 years for the sole purpose of maintaining 
priority of application for license while the permittee is investigating a proposed 
project, preparing plans, making market and financial arrangements, aud per- 
forming other work necessary for an application for license. A permit does not 
authorize construction and a permittee has no assurance that a license for the 
project under permit or any other project will be issued to him. 

Considering the nature of a preliminary permit and the Commission's obliga- 
tion to act promptly on applications for permits, it does not seem advisable to 
adopt your proposal No. 1 relating to preliminary permits. 

With respect to your proposal No. 2, applicants for licenses are required to 
submit evidence satisfactory to the commission of compliance with State laws 
and, insofar as water rights are concerned, this is in the form of a copy of a 
State water permit or a statement or evidence as to what steps have been taken 
to obtain a State permit if required. Licenses have been issued where State per- 
mits have not been obtained but applications therefor have been made. The 
Commission assumes that each licensee will be required to comply with all State 
laws which are not in conflict with the provision of the Federal Power Act. 

Where both Federal and State authority are required for construction one or 
the other agency must act first and in some cases a State will not act until a 
FPC license has been obtained. 
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While the Commission would appreciate notice of your action on State permit 
applications involving projects for which an application for license has been filed 
under the Federal Power Act it feels that adoption of your suggestion No. 2 
would not necessarily improve our administration of the Federal Power Act and 
would probably result in delay in the issuance of licenses. 

By direction of the Commission. 

J. H. Gutripe, 
Acting Secretary. 


DEPARTMENT OF CONSERVATION AND DEVELOPMENT, 
DIVISION OF WATER RESOURCES, 
September 6, 1955. 
Mr. J. H. GUTRIDE 
Acting Secretary, Federal Power Commission, 
Washington 25, D. C. 


Dear Mr. Gutrive: Reference is made to your letter of August 25, 1955, con- 
concerning the two proposals suggested in our previous letter of July 21, 1955. 

We can readily understand the Commission’s obligation to act promptly on 
applications for preliminary permits under the Federal Power Act, as this estab- 
lishes the priority for the applicant. However, priority under State law is only 
established by the actual filing of an application for permit to appropriate water. 
This can then be followed by issuance of a preliminary permit very similar to 
yours. (See section 90.20.050, RCW.) 

Perhaps you can now see the possibility of one party holding a preliminary 
permit under the Federal Power Act and a second party holding the priority 
of appropriation under our State law. This is our primary reason for suggest- 
ing proposal No. 1. Secondly, we could then take full advantage of the time 
granted in your preliminary permit and process the application to a regular 
State appropriation permit. ‘This, we believe, would save your Commission 
much time at the hearings on licenses as there should be no intervention on be- 
half of other State agencies or groups. 

As our permit is the equivalent of your license insofar as appropriation of the 
water and the authority to construct is concerned, it is our contention that a 
State permit is a prerequisite to your license and that an applicant for license 
under your act has not satisfactorily complied with section 9 (b) unless he can 
produce our appropriation permit which shows that water is available for his 
appropriation to a beneficial use and that the proposed diversion will not impair 
existing rights or be detrimental to the public welfare. (See section 90.20.060, 
RCW.) 

Although the total time from receipt of application for preliminary permit to 
issuance of license may prove to be longer, the actual time spent by your in- 
vestigators and the Commission on any application received from this State 
should prove to be less and would thus give you more time to act on applications 
received from other States. 

We are in hopes that you will see fit to give our proposals further considera- 
tion. However, if this cannot be done, we shall take it upon ourselves to notify 
all applicants for preliminary permits under your act that a State appropria- 
tion permit is considered a prerequisite to issuance of a Federal power license, 
further, that we will automatically intervene on behalf of the State in all hear- 
ings for Federal power licenses where State appropriation permits have not 
been granted. 

Ven Ee M. G. WALKER, 
Supervisor. 


FEDERAL POWER COMMISSION, 
Washington, D. C., November 2, 1955. 
Mr. M. G. WALKER, 
Supervisor, Division of Water Resources, 
Department of Conservation and Development, 
State of Washington, 
Transportation Building, Olympia, Wash. 

Dear Mr. WALKER: This is in reply to your letter of September 6, 1955, in 

which you request that the Commission give further consideration to the pro- 
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posals contained in your letter of July 21, 1955, to which the Commission replied 
by letter dated August 25, 1955. 
The Commission has given further consideration to your letter of July 21, 1955, 
and finds no reason to modify its letter of August 25, 1955. 
By direction of the Commission. 
J. H. GuTripe, 
Acting Secretary. 


STATEMENT OF RALPH T. Moore, PORTLAND, OREG. 


This brief is presented in protest against the so-called preference laws that 
enable discriminatory sales of Federal power to nonprofit power agencies such 
as municipalities and cooperatives. 

The main effect of these laws to date is to increase the already large 
publie subsidy of Federal power generation and thusly to compound the basic 
inequity of taxing all for the commercial benefit of a favored few. Such laws 
also tend to perpetuate a wrong and to violate the intent if not the letter of 
constitutional provisions assuring impartial justice to all. 

Experience during the past 20 years has shown these laws to be a constant 
irritant because of their necessarily inflexible character and their disregard of 
peculiar local concerns. No Federal statute can take such considerations into 
account and survive the test of constitutionality. The preference laws must 
therefore regiment terms and conditions of power use and distribution in disre- 
gard of precise equity. They are doomed to eternally bestow special benefit only 
and are therefore of very dubious propriety as statutory law in a republic. 

Because federally administered, the preference laws tend to effectually deprive 
the consuming public of its basic right to direct control over the rates and terms 
governing the power generation that serves it. This clearly violates State law 
preserving and implementing that right. It places Federal power administra- 
tion beyond jurisdiction of the local controls that govern private power. In 
effect, it disfranchises the taxpayers in areas not served by Federal power. It 
gives a specified community a free ride at the expense of its competing neighbor. 
Americans have never tolerated such a situation for long and surely will not in 
this particular instance. 

The very term “preference laws” is of itself a condemnation since it connotes 
inequality and discrimination. It suggests, with good justification, the use of 
public funds for particular private gain, for a benefit bestowed by accident of 
circumstances rather than earned merit. It implies a stratification of right 
that is completely repugnant to basic democratic principles. 

Power is integral in the operating costs of practically all productive enterprise, 
farm, factory, or other. To deny one such enterprise the benefit of power facili- 
ties not available to its competitor is manifestly unjust and intolerable as public 
policy in a democracy. Our economy has become too closely knit and too directly 
competitive to absorb the impact of such discriminatory power distribution with- 
out serious harm being inflicted. The stain of the gross injustice remains not- 
withstanding the pious language of the preference laws statutes. No laws are 
sound that violate the citizen’s innate sense of propriety and equal justice. No 
distortion of constitutional limits of absolute equity to accommodate dogmatic 
political concepts will stand for long without jeopardizing the entire structure 
of our freedom. 

The spectacle of the Federal Government insisting upon strict observance of 
rate equality among private power consumers and then deliberately violating 
its own standards through these preference laws is not calculated to sustain the 
faith of the people in the integrity of their National Government. It reminds, 
with grim emphasis, that what the power of the Federal Government can give 
one day can be as readily taken away the next. 

The issue of policy continuity is of great concern to all long-term financing of 
business development including farms. Such development constitutes the back- 
bone of the community payroll structure and is always eagerly and competitively 
sought. Pursuant to this it is vitally essential that there be reasonable assur- 
ance of undisturbed tenure of the cireumstances assumed in the original plan- 
ning. In this instance, however, the spectre of preference laws haunts the scene 
to create a continued doubt and to dilute the faith integral to all economic plan- 
ning. Even though there has been only minor use of these preference laws to 
date, their potential for upsetting equities remains undiminished. 
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Attention is called to the Commission’s findings that tax exemptions plus 
certain other uneconomical rate-making practices, including procedures under 
the “preference laws,” caused revenues from Federal power sales to fall some 
40 percent below the true value of the vended power during 1953. This is a 
rather shocking revelation of the dimensions of the subsidy burden entailed in 
the aggregate Federal power operation today. It is also a striking measure of 
the —_ error in calculations entailed in agency statements of claimed yearly 
“pro ” 

The Hoover Commission recommended changes in Federal power bookkeeping 
to assure publication of the real truth about public power operating costs. Such 
changes would merely employ the conventional accounting methods now used by 
all professional accountants and prescribed by Department of Internal Revenue. 
It would tell the story in the universal accounting language intelligible to all. 
It would do away with the confusion and bickerings now so prevalent in efforts 
to objectively appraise the success or failure of public power operation. It 
would furnish a sound basis for establishment of realistic rates calculated to 
balance annual income and outgo. It would build confidence in public power 
and halt the trend toward its condemnation that is now gaining good headway 
under impetus of the people’s suspicions. 

Good faith as well as the general public interest demands that the truth be 
made unmistakably manifest in all Federal expenditures when the national debt 
burden is so great and need for conserving our taxpaying resources is so pressing. 
Absolute equity as between beneficiaries of public expenditures must be as 
completely maintained in public power distribution as in any other function of 
the Federal Government. Discrimination and stratification in any or all Gov- 
ernment administrative functions are completely intolerable. They are the tools 
of dictatorship and have no place in democracy. The free citizen’s interest is not 
served by specific grant of advantage over less fortunate fellow citizens. For 
such grant is always and inevitably at the cost of detracting from the integrity 
of the common-property right that must forever stand inviolate if freedom is to 
endure. 





STATEMENT OF WALTER W. R. May, EpIror AND PUBLISHER OF THE OREGON VOTER, 
A WEEKLY MAGAZINE OF CITIZENSHIP, DEVOTED TO ECONOMIC, FINANCIAL, TAXA- 
TION, AND PusLic AFFAIRS IN THE PACIFIC NORTHWEST AND OREGON 


Mr. Chairman and members of the subcommittee, I have read the two-volume 
report to Congress, issued in June 1955 by the Commission on Organization of 
the Executive Branch of the Government and in so doing have read the recom- 
mendations made by a majority of the Commission in volume I and the sep- 
arate statements of the four Commissioners who did not concur in all of the 
recommendations of the other eight members of the Commission. 

I have also read Public Law 108 of the 83d Congress which created the Com. 
mission and all of the reports Nos. 216 and 505 made by the committees of the 
Senate and House recommending that that law be enacted. From so doing I 
think I recognize the purpose the 83d Congress had in enacting the law and I 
know the differences between the Commission established under Public Law 
108 and the earlier Commission appointed by President Truman in 1948 under 
Public Law No. 162 of the 80th Congress. The 83d Congress specifically made 
the Commission it created bipartisan with full power to look into activities 
of Government from the standpoint of policy and with power to make recommen- 
dations as to policy that would answer the question: “Should the Government 
be performing this (or that) activity or service and if so to what extent?” The 
earlier so-called Hoover Commission recognized and reported on the difficulty 
of separating policy, in which it had no authority, from reorganization procedure. 

The 83d Congress specifically directed the Commission whose recommenda- 
tions you are now considering to investigate and recommend on Government 
activities competitive with private enterprise and there can be no misunderstand- 
ing of this provision in the law as enacted. 

Your subcommittee is concerned with the Commission’s report and recom- 
mendations on water resources and power and not with the report on this sub- 
ject made by the task force which made the studies considered by the Commis- 
sion in making its recommendations. The Commission did not go as far in its 
recommendations as did the task force in reporting to the Commission. There 
should be no confusion on this point. The factual data the task force supplied 
as to the conflicts and duplications between and among agencies, however, should 
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not be overlooked or disregarded if the intent of Congress in passing Public 
Law 108 is to be carried out, “to promote efficiency and improve service in trans- 
action of public business” by reducing expenditures, eliminating duplication and 
overlapping services, consolidating services of similar nature, abolishing services 
not necessary to the Government’s efficiency and eliminating services and func- 
tions which are competitive with private enterprise. 

On recommendation No. 1 that Congress adopt a national water policy on 
nine specified points I would urge favorable action on the basis of the factual 
data presented, because for 30 years in my work with official and citizen agen- 
cies in the development of water resources I have come to recognize the need for 
tightening up policy in the interest of protecting the National, State, and local 
interest on the basis of this comprehensive study made by the Commission and 
its task force. Congress must have known there was need for this in providing 
for the Commission. 

On recommendation No. 2, providing for the creation of a Water Resources 
Board, I give support, because it would recommend policies upon which the 
Congress would have the power to approve or reject, with the President, and 
there is plainly a need for such a board if the water resources and power prob- 
lems of the Nation are to be properly considered in view of the data made avail- 
able by the Commission. 

On recommendation No. 3 there should be no great controversy because cer- 
tainly if the Bureau of the Budget is to do what Congress expects of it it must 
have a staff that can do the work and understand what is involved. 

On recommendation No. 4: I believe experience has aemonstrated that Con- 
gress should amend the present acreage limitation to meet the local conditions 
as set forth by the Commission and presented in the factual data of the task 
force both of which Congress would study carefully before making any amend- 
ments effective. Someone must face the problem involved and Congress has 
that responsibility. 

Recommendation No. 5: I do not see how anyone could object to this recom- 
mendation to abolish the revolving funds which as now used and operated obscure 
financing and the subsidies involved. Any action that would bring subsidies into 
clear focus is desirable. 

Recommendation No. 6: This recommendation proposes that the construction 
of headwater dams in the flood-control program be transferred to the Corps of 
Engineers, from the Soil Conservation Service. It should require no argument 
in support of this recommendation. There is certainly no need for creating a 
second large engineering organization in the Federal Government for this pur- 
pose and I have great confidence in the competence of the Engineer Corps and 
its broad-gaged understanding of our water problems. 

On recommendation No. 7 that all projects now declared obsolete by the Chief 
of Engineers be removed from congressional authorizations, if the purpose of 
the law which created the Commission is to be carried out, this, of course, should 
be done and there is ample evidence that Congress has not caught up with 
recommendations of the Chief Engineer. 

Recommendation No. 8: This recommendation is that Congress authorize a 
user charge on inland waterways, except for smaller pleasure craft, to cover 
maintenance and operation and that the Interstate Commerce Commission fix 
such charges. Any argument against such a recommendation is subject to sus- 
picion in my opinion. 

Recommendation No. 9: To empower and direct the Federal Power Commission 
to fix rates that will eliminate inequities on a majortiy of the people; amortize 
and pay interest on Federal investment in power plus an amount to equal 
Federal tax exemption based upon Federal taxes paid by utilities and provide 
adequate payments in lieu of full taxes to States and local government that 
private utilities would pay is in my opinion a very sound recommendation for 
a number of reasons. I do not oppose Federal power projects per se but they 
must stand, as to their rates and services, in a true comparative position with 
similar developments financed by private and commercial money under the 
American system. Not to put them in that comparative position is an imposi- 
tion on all taxpayers. To do so would clarify the political atmosphere now 
surrounding the public power issue and in time take public power out of politics. 
It has no place in politics. Few members of Congress will need any further 
expansion on this recommendation. 

Recommendation No. 10: That the Government cease the building of steam 
powerplants and provide for the equation of their power loads by interconnec- 
tions with the grids or neighboring power systems is a recommendation of tech- 
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nically informed men and in view of all the arguments of the Commission, based 
upon the historical position of the Government I can see little or no reason for 
the Government to go into the steam power business in competition with private 
euterprise. In any emergency that could develop the Government would have 
access to privately developed steam power. Let the Government spend its 
money on flood control and irrigation and navigation aids. More than half 
of the projects it has authorized in these three fields have as yet no appropri- 
ations, and the reason is that, apparently, they have but little appeal, politically, 
compared with electric power. 

Recommendation No. 11: Privately owned and managed utilities under Gov- 
ernment and State regulation to protect the people, in the main distribute power 
to the people. Why should these private utilities providing a public service to 
the people, not be entitled to buy a fair share of so-called Federal power, paid 
for by the people? There is little or no need today for the Federal Government 
to build transmission lines. As a policy the Federal Government should not 
build transmission lines where the seryice can be provided by a non-Federal 
agency. 

On Recommendation No. 12 that the Columbia Basin system and other systems 
in the Midwest and Southwest all be incorporated under and made subject to 
the Government Corporation Control Act, I have some reservations, which I 
think may also be held by some Members of Congress and others who out of 
their experience could at the proper time speak with authority. Nevertheless I 
have some faith that the Commission was untrammelled in its consideration of 
the problem involved, and if, to accomplish the purposes in the other recom- 
mendations this seemed desirable to Congress, it will become apparent when 
and if the necessary bills are drawn. Witnesses at this hearing are at a dis- 
advantage in that the subcommittee has, apparently no bills before it as to de- 
tails. 

Recommendation No. 18: That these systems and the Tennessee Valley Au- 
thority be required to secure their capital for their future improvements, when 
authorized by Congress, by issuing their own securities to the public, thus re- 
lieving the taxpayers, with the amendment proposed by the Commission itself as 
to a part of its recommendation No. 1, is eminently justified. 

Recommendation No. 14: That representatives from States concerned as well 
as Federal representatives should be named to the necessary boards for carry- 
ing out the recommendations needs no supporting argument; it is not a new 
idea in the Federal Government’s relation to the States, but is made no doubt, 
so that there be no oversight. 

Recommendation No. 15: That private enterprise be offered the opportunity 
to provide the electrical component of multiple-purpose dams and dispose of the 
power through their own systems, under State and Federal regulation, but that 
the management of the dams remain in the Federal Government; and that if 
such capital is not available the power should be offered for sale to private utili- 
ties, the States, municipalities, or cooperatives, prior to construction, on terms 
that will protect the Federal interest, has my wholehearted support. If this 
recommendation is adopted, the Federal Government will be able to provide more 
funds for some much-needed flood control, reclamation, and similar work not 
involved in politics, and the development of the country will be advanced much 
more than it can be without such a policy. No matter how generous a govern- 
ment wants to be in this field of using its water resources and controlling them, 
it is not enough. And much of what we need in power development cannot be 
had in time for this Northwest country, if the way is not opened to utilize the 
commercial capital available under Government and State regulation. Further- 
more, the rates of such power to the public will not run away under such a 
policy. Commercial capital is not foolish enough to provide the funds if the 
power from such projects cannot be sold competitively with existing power or 
public power. 


STATEMENT OF PaciFIC NORTHWEST TRADE ASSOCIATION, SUBMITTED BY CARVEL 
C. LINDEN 


Gentlemen, at the 34th General Conference of the Pacific Northwest Trade 
Association held in Seattle, Wash., on November 1 and 2, 1955, the following res- 
olution was adopted concerning partnership power program : 

“Whereas the increasing needs of the citizens of the Pacific Northwest for 
electric power will require expenditures on the order of $3 billion during the 
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next decade, or approximately twice the amount expended by the Federal Govern- 
ment for multipurpose power projects during the past decade; and 

“Whereas it is estimated that these needs for new power facilities will double 
in the following 10-year period; and 

“Whereas time is of the essence in developing a program for the construction 
and completion of new power projects to assure the citizens of the region con- 
tinued economic growth and prosperity; and 

“Whereas local public and private agencies of the region are prepared to 
help finance the region’s power requirements and thereby expedite the con- 
struction of new power projects; and 

“Whereas the Pacific Northwest Trade Association has previously resolved 
to support and advance the partnership plan for Columbia Basin power develop- 
ment: Therefore be it 

“Resolved, That the Pacific Northwest Trade Association urge prompt action 
by the Congress of the United States in endorsing the partnership program as 
the most practical solution to the region’s power needs, taking cognizance of the 
large sums of money required, the urgency of the program, and the extreme im- 
portance of utilizing every source of capital available, including the maximum 
amounts the Congress of the United States can appropriate and the funds which 
local public and private agencies are prepared to invest; be it further 

“Resolved, That this resolution be submitted to the President of the United 
States, the Secretary of Defense, the Secretary of the Interior, and each Member 
of the Congress of the United States; and be it further 

“Resolved, That the president of the Pacific Northwest Trade Association be 
authorized and directed to submit copies of this resolution together with letters 
of transmittal to the members of the Committee on Public Works and the Com- 
mittee on Interior and Insular Affairs of both Houses of Congress, and to other 
elected and appointed Government officials whom he deems appropriate.” 

Pertinent to this subject and other matters being considered at this hear- 
ing, we respectfully submit the following statement made by this association to 
the Water Resources and Power Task Force of the Commission on Organization 
of the Executive Branch of the Government at its public hearing in Portland, Oreg., 
June 28, 1954, which we believe to be generally applicable: 

“May I preface my remarks by quoting in full the official, and brief, statement 
of policy of the Pacific Northwest Trade Association, as I believe it is highly 
pertinent to the matters under consideration here: 

The Pacific Northwest Trade Association believes that the Pacific North- 
western section of the North American Continent, consisting of the States of 
Oregon, Washington, Idaho, Montana, and the Territory of Alaska of the 
United States; and of the Provinces of British Columbia and Alberta and 
the Yukon Territory in Canada, is a cultural unit with close economic ties 
affected little by the international boundary line. The association was or- 
ganized and is maintained by boards of trade, chambers of commerce, and 
business interests within the area. 

The association believes in certain fundamental principles, important 
among which is the principle that our vast and unequaled natural resources 
should be used, not abused, and that the development of these sources 
should be accomplished to the fullest extent feasible by private enterprise, 
and to the fullest extent possible by the people resident in this area. 

We believe that our area represents one of the greatest undeveloped sec- 
tions of the territory in the world, and that in the orderly and proper utiliza- 
tion of its resources, we shall not only benefit ourselves but also add great 
wealth to both of our nations, and provide aid to all the world. 

We believe in private enterprise, as free as possible of governmental regu- 
lation and competition. The intervention of government should be restricted 
to the field of general regulation, the curbing of monopolistic practices, and 
the restraint of unfair trade procedures. 

Sharing similar hopes and aspirations and facing similar problems, the 
members of the association are joined together to consider, in a nonpartisan, 
nonpolitical manner, the problems of this area and the interests of its peoples, 
with a view to its greater progress and more significant development. 

“The membership of the association presently consists of 46 chambers of 
commerce and boards of trade of this area, including all the metropolitan centers, 
and of 157 leading business institutions of this region. 

“The function of the association is to aid its membership in coordinating their 
thinking and action for their mutual benefit. In matters relating to governmental 
action in the United States the Canadian membership refrains from participa- 
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tion and, correspondingly, the United States membership refrains from partici- 
pation in matters relating to action by Government in Canada. Thus, action by 
the association in the present instance is confined to the United States member- 
ship. 

“Generally speaking, this association is an inspirer and coordinator rather 
than an action organization. Justification for action in this case stems from 
the evident consensus of its members on the essentials of a position of vital 
concern to the Pacific Northwest as a whole. While statements before you 
from individual chambers of commerce of this area differ in details, I wish to 
stress upon you here what I feel to be their common denominator and to urge 
upon you its significance as the expression of the deep concern of our entire 
area. I also wish to make it clear that we feel this position to be not only 
compatible with, but definitely essential to, the national interest and that of 
the North American Continent as a whole. 

“As specific evidence of the great and longstanding concern of this associa- 
tion in the problems before you at this hearing I call your attention to the 
conference devoted wholly to this subject which we conducted in Spokane in 
October of 1953, in which General MacNaughton, Chairman of the Canadian 
Section of the International Joint Commission, Mr. Frederick Zimmermann of the 
joint legislative committee on interstate cooperation of the State of New York, 
Hon. Ralph Tudor, and others participated; also, to the further contribution 
made in this connection by Governor Jordan of Idaho at our conference here in 
Portland in April of this year. Copies of the proceedings of both these con- 
ferences are available here today. 

“There is not time at this hearing for, nor do I feel it necessary to burden you 
with, repetition of statistics which are pertinent to your consideration, such 
as those relating to the phenomenal growth in population and use of electrical 
energy in this area. I do hope you will note with particular care those facts 
and statistics which have been presented to you by others and which show 
so clearly not only the magnificent and unexcelled potential for water resource 
and hydro-power development in the Pacific Northwest, but, also, the funda- 
mental reliance of our economy on such development. 

“Because this development is so vital to the business undertakings and the 
jobs of our people we urge that you not let your deliberations retard such 
development but, rather, that you do all possible to enhance and support it. We 
heartily approve the efforts to achieve greater economy and efficiency to which you 
are dedicated and believe these can progress parallel with and in mutual sup- 
port of certain principles we feel to be basic to the continued development of 
this area. 

“First, we believe that our good credit must be maintained and that there should 
be a fuller understanding of the fact that it is good. Federal funds spent in 
this area for water resource development are a good investment. By this I mean 
that tax monies spent for such items as flood control and navigation have stood 
the same examination and by the same criteria as such expenditures in other 
parts of the nation; but, and this cannot be too greatly stressed, funds spent 
for reclamation will be paid back in full to the National Treasury and funds 
spent for power will be paid back with interest. 

“Now, in spite of these facts, we realize that the needs of this area for such 
development are so great that a combination of public, private and Federal 
funds will be required to meet them. We do believe that projects for aaviga- 
tion, flood control, ete., should receive consideration and support on their merits, 
as would such projects in any part of the country. 

“Is is essential to develop a clearly understood and functioning policy of 
‘partnership’ which will enable local entities, both public and private, to pro- 
vide in the greatest possible measure the capital and enterprise necessary for 
the construction of the power phases of our development, while the Federal 
Government carries its traditional responsibility in these other fields. 

“To accomplish this we think it is vital that public and private power be 
put on an equal footing. This should imply no prejudice for or against either 
public or private power, such being a prerogative of the people to be served 
in the various localities. Taxes, or payments in lieu of taxes, should be as- 
sessed on the same basis. Where resort to steam, or other more costly sources 
of power, is required for firming purposes, the burden should rest equitably 
on both. No preference should be given to either in the accessability of power 
generated at Federal projects. 
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“With the idea that municipal and public agencies should have preference in 
the allocation of power generated at Federal projects for public use, such as 
for street lighting, we take no exception. We think this was the intent of 
Congress in its first consideration of the preference clause. But that this con- 
cept should have been extended to power for resale we feel is a perversion 
against the public interest. Not only does it make definite contribution to a 
change from free enterprise to socialism in this industry ; it robs the people of the 
benefits of competition by providing an unregulated monopoly for the so-called 
public power agencies. 

“As long as these unequal advantages are given to public power the great 
masses of taxpayers (for most of them in the Pacific Northwest as well as in 
the Nation are still served by private power) will be paying to provide power 
at a lower charge for their fellows who are served by public agencies. And 
until public and private power operate under equal conditions there can be no 
basis for people to judge as to which can serve better at lower cost. 

“Furthermore, which is our immediate concern, until these inequitable ob- 
structions are removed we have not cleared the way for full entry of private 
capital and initiative in pushing forward the development we so urgently need— 
a development so great as to call for the fullest kind of partnership. 

“As to the ability of Federal and local public power agencies and private power 
companies to operate effectively in a partnership relationship, I call your at- 
tention to the record of the Northwest Power Pool. I believe you will find other 
such evidence in the activities of the Columbia Basin Inter-Agency Committee, 
the Governor’s Power Policy Committee and the Columbia Inter-State Compact 
Commission. 

“Reference to these bodies calls for an expression of appreciation for the excel- 
lent work they have done and are doing. The Army Corps of Engineers and the 
Bureau of Reclamation have both carried a heavy load of responsibility for the 
very great development already accomplished, and have carried it well. In the 
preparation of the ‘808 Report’ the Corps of Engineers have furnished an in- 
telligent plan based on the regional concept. We know that this concept must be 
preserved, and we are confident that it can be preserved within the concept of 
partnership. It is essential only that the bars to the functioning of partnership 
be removed and we rely on your aid in bringing this about. 

“In this connection we only urge that you have constantly in mind the extreme 
importance of maintaining the continuity of the present program for water re- 
source development of the Pacific Northwest, and of continuing to utilize the 
experience, knowledge and integrated organizational structure of these existing 
agencies. 

“In furtherance of the all-important regional concept, two other agencies have 
a vital part. After several years of exploratory effort, the Columbia Inter- 
state Compact Commission is now constituted to formulate an effective compact 
and is intensively working on it. I hope you will familiarize yourselves with its 
progress and that you will lend all possible assistance to the emergence of this 
Commission as a soundly functioning regional organization. 

“Because of the international character of the Columbia River system, and the 
essentiality of upstream storage to its full development, the International Joint 
Commission has a vital role to play. Even now time is pressing for action of the 
most important nature which is dependent on the work of this Commission. We 
hope you will give early and serious consideration to measures, possibly involving 
legislation, which will recognize the importance of this body and will permit 
its strengthening by drawing to it membership of the highest caliber. 

“My frequent references to power are in keeping with the inclusion of this 
term in the title of your task force. They should not, however, be construed as 
any lack of recognition by this Association of the importance of reclamation, 
fisheries, flood control, recreation, navigation or any other of the valuable water 
resource assets of our area. Quite the contrary, we are committed to a balanced 
development. 

“In general, however, I think these are matters of administration which are 
dependent, as is power development, on the accomplishment of measures such 
as those to which I have alluded. 

“To sum up, gentlemen, we hope that your recommendations will be effective in 
stimulating early action toward: 

“1. Clarification of the ‘partnership’ concept, by legislation if necessary, to 
permit and encourage local entities, both public and private, to carry part of the 
burden of power development while the Federal Government fills its traditional 
role in all phases of water resource development. 
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“2. Clearer recognition of the reimbursable nature of and sound investment in 
power and reclamation projects of the Federal Government in the Pacific North- 
west. 

“3. Maturing of the Columbia Interstate Compact Commission into an effective 
regional organization. 

“4. Strengthening of the American Section of the International Joint 
Commission. 

“5. Emphasis is placed on the great urgency and vital importance to the Pacific 
Northwest of the continued orderly development of its water resource and 
power potentials, without delay. But this emphasis in no way detracts from 
the fact that the national interest has been, and will continue to be, served in 
vital manner and measure by these developments.” 


Mr. Jones. Is there anyone in the audience not scheduled to appear 
who would like to insert a statement in the record ? 

( No response. 

Mr. Jones. If not, our time has expired, and we will have to leave 
to catch a plane. 

I wish to pay my thanks and express my gratitude to the college 
for making available this fine auditorium for our hearing. Also, to 
the people of Portland for their generosity and cordiality in receivin 
us. This has been one of the highlight sessions of our hearings and it 
has been a great privilege for us to visit the Pacific Northwest. We 
shall always cherish the thought of visiting one of the great sections 
of the United States. 

Thank you. 

Whereupon, at 4: 35 p. m., the hearing was concluded.) 

The following letter and statement from the Western Association 
of State Highway Officials, Salem, Oreg., were subsequently received 
by the subcommittee :) 


WESTERN ASSOCIATION STATE HIGHWAY OFFICIALS, 
Salem, Oreg., November 29, 1955, 
Hon. WirrraM L. Dawson, 
Chairman, House Committee on Government Operations 
House Office Building, Washington, D. C. 

Dear Mr. Dawson: I enclose for your information a copy of Resolution No. 8 
that was adopted by the Western Association of State Highway Officials during 
its Annual Conference at Jackson Lake Lodge, Wyoming, on September 10, 1955. 
The resolution is self-explanatory. 

The Western Association of State Highway Officials will appreciate very much 
anything your committee may be able to do to correct the inequities contained 
in the existing laws with respect to the subjects mentioned in the resolution. 

Thanking you very much for your consideration and cooperation, I remain 

Respectfully yours, 
H. B. Guarsyrer, Secretary-Treasurer. 


RESOLUTION NO. 8 


Whereas at the annual meeting of the Western Association of State Highway 
Officials held at Sun Valley, Idaho, on September 18, 1954, resolutions Nos. 5 
and 6 were adopted recommending to the Commission on Organization of the 
Executive Branch of Government, acting through its Task Force on Water Re- 
sources and Power, the consideration and approval of bills to be presented to 
the Congress : 

1, For the correction of inequities resulting from the effect of power-site with- 
drawals upon highway development, and to simplify the acquisition of needed 
highway rights-of-way across public lands of the United States ; and 

2. For the correction of inequities resulting from navigational clearance re- 
quirements for highway bridges and from road relocation problems resulting from 
Federal water resources development ; and 

Whereas at the 40th anual meeting of the American Association of State 
Highway Officials held in Seattle, Wash., November 9 to 11, 1954, resolution No, 
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2 was adopted endorsing in principal the action previously taken by the associa- 
tion; and 

Whereas no definite action on these matters, which are of utmost importance 
to the member States of this association, has been taken by the Congress: Now, 
therefore, be it 

Resolved, That the Western Association of Highway Officials in conference 
assembled at Jackson Lake Lodge, Wyo., on September 10, 1955, reaffirm its po- 
sition in these important matters and urge that the Congress at its next session 
enact appropriate legislation for the correction of the inequities resulting from 
the effect of power-site withdrawals; to provide clearly the right and obligation 
of Federal agencies to grant rights-of-way for highway construction and improve- 
ment across federally owned or controlled lands, and to correct the inequities re- 
sulting from navigational clearance requirements for highway bridges and from 
highway relocation problems resulting from Federal water resources develop- 
ment, and that a copy of this resolution be transmitted to the appropriate com- 
mittees of the Congress, with a copy of the same to be transmitted to the Ameri- 
ean Association of State Highway Officials urging the adoption by such asso- 
ciation of a similar resolucion. 


Invitees to the hearings in Portland, December 5 and 6: 
The Honorable Paul Patterson, Governor of Oregon, State Capitol, Salem, 


Oreg. 


All Members of Congress from the State of Oregon. 
The letter of invitation read: 


Dear CoLLEAGuE: A hearing will be held by the Special Subcommittee on a 
Water Resources and Power of the House Committee on Government Operations, 
of which subcommittee I am chairman, in Portland on Monday and Tuesday, 
December 5 and 6. 

This subcommittee was established to study the report on water resources 
and power of the Commission on Organization of the Executive Branch of the 
Government, known as the Hoover Commission. 

We extend to you a cordial invitation to testify before our subcommittee. 


Sincerely yours, 
Rosert E. Jones, M. ©. 
x 


